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COMMISSION REPORT TO THE BUDGETARY AUTHORITY 
ON GUARANTEES COVERED BY THE GENERAL BUDGET-
SITUATION AT 30 JUNE 1998 -:·2-
. This report describes the.situation _as  regar~s budget-guarantees at the date ofthe report.· 
- .• 
It is in response to the statement made by the Commissioi1, when the vote was taken on · 
supplementary  arid  an1end~ng budget  No  1191,  that  it  would  report  td  the  budgetary 
authority twice a year on budget guarantees and the corresponding risks .. -
This  rcpqrt  is  presented  in  accordance  with Article ·,134  bf the  Fin~mcial,Regulation 
· applicable to the general budget of  the European Commtinities. 
· The Commission has already presented fourteei1 reports to the budgetary authority. 
··-
The report is in two parts with an aimex: 
1) Events since the last report, the risk situation and the activation ofbu~get  guarante~s. 
2)  Evaluation of potcl).tial  risks.  Economic and  financial  situation of non-Community 
countries benefiting from the most important operations. - 3-
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PART ONE: EVENTS SINCE THE REPORT AT 31 DECEMBER 1997, 
THE RISK SITUATION AND ACTIVATION OF BUDGET GUARANTEES 
I.  INTRODUCTION: TYPES OF OPERATION 
The  risks  covered  by_ the  Community  budget  derive  from  a. variety  of lending  and 
guarantee operations which can be divided into two categories: loans with macroeconomic 
. objectives and loans with microeconomic objectives.  · 
I.A  Operations with macroeconomic objectives_ 
The first of these are the balance of payments loans for  Me~ber  States or n-on-member  · 
countries, normally carrying strict economic conditions and undertakings. 
This category includes the loan of ECU 1 250 million to  finance  imports of agricultural 
products  and  foodstuffs  into  the  former  Soviet Union,  since  the  risk. involved  in  this 
operation depends to  a large extent on macroeconomic and political developments in the 
recipient countries. 
I.B ·  Operations with microeconomic objectives 
These are loans to finance projects which. are usually repaid over the long terni from funds 
which these projects are expected to  generate; as  a rule,  they are granted to  companies, 
_/  . 
financial  institutions  or  non-member .  countries  and,  in  addition  to  .  the  Community 
guarantee, are covered by the usual guarantees demanded by banks. 
This covers Euratom and. NCI loans in Member States and the Euratom  rn:id  EIB  loans 
outside the Community (Mediterranean; Central and Ea5tem Europe, certain non-meniber 
countries - developing countries of  Asia andLatin America and South Africa). 
II.  EVENTS SINCE THE .REPORT AT 31.DECEMBER1997 
The main events in the first half of 1998 were as follows: 
II.A  Ukraine 
As  part  of  an· overall  aid- programme  for  Ukraine,  on  12 November  1997  the 
Commission presented a proposal for a Council Decision providing additional macro-
financial  assistance  of ECU  150  million  to  Ukraine  in  the  form  of a  loa11  with  a 
maximum maturity of  ten years. The Council had not adopted any formal decision at the 
time this report was drawn up. - 6 -
II.B  Loans granted by the European Investment Bank for investment projects 
in the former )'ugoslav Republic of Macedonia ·  -
On 13 January 1998 the Commission presented a proposal for a Council Decision granting 
a Community guarantee of 70% in respect of  ·l~ans for investment projects in the former · 
- Yugoslav Republic of  Macedonia. This guarantee is limited to  a maximum of ECU 150 
million in the period up to 31 December 2000. The Council decided to grant a Cominunity 
guarantee for this loan on T9·May 1998.  · 
· This decision brings the total amo11nt of the  ne~  !f1andates conferred on the E_IB  to_ ECU. 
· 7 255 million. The syste~ of guarantees applicable-is set out in the Decision of 14 April 
1997  and the rules. laid down in the contract of guarantee signed by the Balik  and the 
Commission on 25 and 29 July-1997.  · 
.  "  .. 
n~c  ''Loans granted by the European Investment Bank f()r  investme'nt projects 
in Bosnia-Herzegovina 
On 18 May 1998 the Commission presented a proposal for a Council Decision granting a 
Commuhity guanmtee in respect ofloans for investment projects in Bosnia-Herzegovina. 
This guarantee_is limited to a maximum ofECU 100 million over a period oftwo years: 
The Co11ncil had not adopted any  form~! deCision at the time this report was drawn up. 
'III.  .RISKSITUATION 
Ther~  are two po-ssible methods for evaluating the risks bomeby the Comrnimity budget: 
.  . 
- the.method, often used by bankers,  ~f  the total amount  of  c~pital outstanding for the· 
operations concerned on a given date; 
the  more  budgetary  approach  of calculatil1g  the  maximum  amount  which  the 
- Community could-have to  pay out in each financial year. 
The second approach itself has been applied' in ~wo different ways: 
by· reference  only  to  actual  disbursements  at  the  date  of  the  repott,  gtvmg  the 
minimum  level  of risk  to · the . Community  assuining·  that  there  are  no  early 
repayments (s~e Table 2.below); ·  . 
.  ' 
on a  more forward-looking basis, by reference to all the operatiohs decided by the 
Council or proposed by the.- Comnl.ission in order to  estimate the impact on future 
.  budgets,  giving  the  maximum  risk  borne  by  the  Community  assuming  that  the 
Commission's  proposals are accepted (see Table 3 below): 
J  ' - 7 -
The latter exercise gives  some idea about the  future  level  of risks  cmmected with the 
proposals· made  .. However,  a  number of assumptions  have  to  be made about  dates of 
disbursement and tenns of repayment (details are given in the annex) as well as interest! 
and exchange rates.  2  · 
The results are shown in Tables 1 to 3 which assess the risk relating to countries inside the . 
Community and countries outside the Community. 
The overall figures quoted cover risks of differenttypes; loans to one country in the case 
of  macro  financial assistance and loans for projects guaranteed by the boiTowers in the case 
ofNCI and EIB operations, for example. · 
The following  analysis distinguishes between total  risk,  the  risk iri  respect of Member 
States and the risk in respect of  non-member countries. 
III.  A  Amount outstanding at the date of the report (see Table 1) 
The  total  risk  at  the  date  of the  report  came  to · ECU 11 821  million  as  against 
ECU 12 171 million at 31 December 1997, a fall of  2.9%.  3 
The  following ·table  shows  the  operations  which  have  had  an  effect  on .  the  amount 
outstanding since the last report. 
1 .  An average  interest  rate  of 10%  is  assumed  for  EIB .Joans.  "DlC  average  interest  rate  assumed  for 
borrowing and lending operations is 4.4%. 
2  "D1e exchange rate used for loans in currencies other than the ccu arc those of30 June 1998. 
3  In the case of  loans in currencies other than the ecu, part of  the change over the past six months is due to 
exchange rate differences.  ·  · '  - 8-
-
Amount outstanding at 31  December 1997 - 12171.00 
·-
Loan.repayments 
: .  Balance of payments: Greece  - -
..  . "500.00  ·. 
.. 
Euratom 
j  -89,4 
NCI  -22.1  . '. 
Financial assistance  -620.00  . 
'  .  .  -Former Soviet Union  :  . -113.31  . 
EIB  -175.00  .  -
Exchange rate differences between ecu ahd other currencies  -28.19 
Lo~ns  disbursed  -
. FinanCial assistance  +140.00 
EIB  .r-·  .  + 1 058:00 
Amount outstanding at 30 June 1998  11  821.00 
The  capital  outstanding . in  respect  qf .operations  in · the  Member  Stat~s  was 
ECU 3 861  million at the date of the·report, a fall of  14.1% compared with 3J December 
1997.  .  ' 
. This fall  is niainly due to  the repayment of ECU 611.5 miliion in  balance of payments 
loans for Greece and Euratom and NCI loans . 
.  .·  . 
· The aniow1t outstanding from the balm1ce of  payments loan for Italy has remained stable. 
The  capital  outstanding  fi?in  non-member  cpuntries  at  the  date  of the  report  was 
·  ..  ECU 7 960 million, an increase of3.73% compared with 31  December1997. 
III.B .  Maximum  annual  risk . bor!le  by Jhe  Community  budget:  operations 
~isbursed at the date of the report (see Table 2)4 
The total annu.al risk, whiCh cmnes to ECU 3 289 million in  1998, will increase to around 
ECU 3 746 in.illion in 2000, although the situation in  1999 is  speci~l inthat there will be 
·no capital repayments  for the balance-of-payments loans to  the Member States and ·in that· 
capital  repayments  on  loans  to  Hungary, .  the·  Czech and  _Slov~ Republics  and  the 
ECU290 million loan to Bulgaria end in 1998. 
4 
The risk-for 1998 in respect of  the Member States comes to ECU 1 967 million. This 
figure  changes in line· with the capital repayments on balance-of-paylllent l<:>ans  tci 
When repayments during the first half of  ·1998  are  taken into acco-unt,  the  ~esidual risk for  1998 in 
Table i comes to EGU 1 882.5 million at 30 June 1998.  --- 9 -
Greece and Italy.  The risk will reach ECU 2 734 million in 2000 when Italy's last 
-repayment .is due. 
- The risk for 1998 in respect of  non-member countries comes to ECU 1 323 million as 
the following capital payn1ents fall due: 
- ECU 1  00 million from Hungary; _ 
- ECU 123 million from the Czech Republic; 
- ECU 62 million from the Slovak Republic; 
ECU 150 rriillio_n fi:om Bulgaria;  - ' 
ECU 185 million from Romania; -
- ECU 288 million from EIB loans. 
- From 1999 the amount of  capital repayments on borrowing and lending operations will 
faiL  The- risk in respect of  rion-mcmber countries. will then average ECU 954 million 
over the period 1999-2006.5 
III~c  Maximum  theoretical  annual  risk  borne  by  the  Community  budget 
(see Table 3) 
This risk comesto-ECU 3 403 million in  1998 and will increase to ECU 4 270 million in 
2000, before stabilising at  ~m-average ofECU 2 536 million between 2001  and 2006. The 
risk in 1999 will total ECU-1  557 million. 
- -The trend in the maximum risk in respect of the Member States is much the same as 
in Table 2 up to 2000 when the risk will amount to ECU 2 734 million. 
- The risk in respect of non-member countries will _rise  from  ECU 1 436 million in 
199~-to ECU 1 278 million in  1999. The risk will increase by an  average of 11% a 
year from 2000 until 2006. 
5  When repayments during .the first half of 1998 are taken into account, the residual risk for  1998 in 
Table 3 comes to ECU 1 996.5 million at 30 June 1998. ·10· 
CAPITAL OUTSTANDING IN  ~ESPECT  OF OPERATIONS DISBURSED 
(ECU million) 
Authorised  ·  Capital  Capital  Remainder to 
·Operation·  ceiling·  outstanding  outstanding  be disbursed 
·,  31.12.97  '  .30.06.98  '30.06.98 
. 
MEMBER STATES  ~ 
A. Balance of payments  14000 
1. Greece(')  500  0  0 
2.  Italy.  3448  3447  0 
B.Others 
3.  Euratom  4000  118  29  - 0 
4. NIC and NCI earthquake  6830  219  195  0 
5.EIB Mediterranean  · 
Soain, Greece:  PortugaL  1500  212  .  191  0 
MEMBER STATES-TOTAL  26330  4497  3861  0 
'  ·, 
THIRD COUNTRIES  -
AFinancial assistance 
: 
1. Hungary(')  _180  100  0  0 
2. Czech Republic(')  250  123  0  0 
3. Slovak Republic(')  125  62  0  0 
4. Bu_lgaria ·  _650  260  235  .  125 
5-.  Romania  ' 
580  580  395  0 
6. Algeria  600  250  250  100 
7. FYROM  40  25  40  0 
8. Baltic States  220  130  130  85 
9. Moldova  60  /  60  60  0 
10. Ukraine  285  285  285  0' 
11. Belarus  . 55  30  30  25 
12.Georgia, Armenia  170  0  0  170 
13. Former Soviet Union('') ·  1250  216  103  0 
B.Other 
14.  EIB'Medite~nean  8822  3150  3407  - 2531 
15. EIB Central and Eastern Euro  8220  --
1919  2448  3944 
16. EIB Asia, Latin Ainerica  1925  385  494  588 
- 17. EIB Souih Africa  675  100  83  244 
THIRD COUNTRIES- TOTAL  24107  7674  7960  7812 
'  GRAND TOTAL  50~37  12171  11821  7812 
.. 
(')Loan repaid in full at 30.06.1998. 
(")The ECU 103 million outstanding corresponds to the principal due but not paid at 30.q6.1998 
·ANNEX TO TABLE 1 
SITUATION IN RESPECT OF EIB OPERATIONS (30.06:98) 
Credit line  Loans made  Amounts  Amounts 
Operations  authorised  available minus  disbursed ..  outs!anding 
cancellations  at 30.06.98 
Mediterranean Member States  1500  1465  1573  191 
Third countries, old mandates 
Mediterranean Protocols  6362  5850  4581  .  3252 
Central and Eastern Europe I ·  1700  1628  1286  1126 
Central and Eastern Europe II  3000  3000  908  903 
Asia; Latin America 1  750  657  392.  364 
Asia, Latin America II  153  153  78  78 
South Africa  300  300  .  83  83 
Third countries, new mandates('): 
~ 
Mediterranean  2460  '1292  156  156 
Central and Eastern Europe  3520  '1888  419  419 
Asia, Latin America  1022  265  51  51 
South Africa  375  45  0  0 
Total  '21142  16542  9527  6623 
(')Council Decision of 14 April1997 
.  NB:  As the.loans are disbursed in  na~ona'l currencies, the loan ceiling may be exceeded when the amount 
· disbursed up lo the date olthe report 11re converted into ecus. 
..  ..,  .. -11-
.  IAill.E..Z. 
MAXIMUM ANNUAL RISK BORNE BY THE COMMUNITY BUDGET 
1 10n  a  e  r  1ons  1  ur  (Estimate in ECU m·lr  b  s  don all ope ar  d'sb  sed at 30 06 98} 
1998  1999  2000  '2001  2002  2003  2004'  2005  2006  TOTAL 
\ 
MEMBER STATES 
CAPITAL 
A. Balance of payments -
1. Greece  500  500 
2. Italy  981  2467  3448 
. B. Structural loans 
3. Euratom  ',  91  15  12  118 
4. NCI and NCI EQ  50  40  40  71  17  218 
5. EIB Med. Old. Prot. . 
Sp. Gr. Port  45  39  37  20  22  . 21  15  8  208 
Capital - subtotal  1667  95  2556  92·  22  21  32.  8  0  - 4492 
INTEREST 
A. Balance of payments 
1. Greece  48  48 
2.1taly  209  155  155  519 
B. Structural loans 
3. Euratom  10  3  1  14 
4. NCI and NCI EQ  16  13  10  7  2  2  2  51 
5. EIB Med. Old. Prot. 
Sp. Gr.  Port  18  14  11  7  5  3  2  1  61 
Interest - subtotal  300  184  177  14  7  5  4  1  0  693 
MEMBER STATES- TOTAL  1967  279  2734  106  30  26  35  8  0  5185 
NON-MEMBER COUNTRIES 
CAPITAL  -· 
A.  Financiai assistance 
6. Hungary  100  100 
7. Czech Republic  '  123  123 
8. Slovak Republic  62  '  62 
9. Bulgaria.  150  70  40  31  31  323 
10. Romania  185 
' 
190  eo  55  '70  580 
11. Algeria  150  100  '250 
12.FYROM  0 
13. Baltic States  5  5  95  25  130 
14. Moldova  5  9  12  12  12  7  3  60 
15. Ukraine  17  '37  57  57  57  40  265. 
16. Belarus  6  6  6  6  6  30 
B. Guarantees 
17. EIB Mediterranean  174  187  203  225  247  263  251  244  252  '2046 
18. EIB C+E Eur.  92  142  196  225  234  247  242  224  207_  1808 
19. EIB Asia Latin America  22  28  38  45  51  63  35  37  37  356 
20. EIB South Africa  29  16  44 
Capital - subtotal  912  552  617  776  782  688  673  607  570  6177 
INTEREST 
A. Financial assistance 
6. Hungary  2.  2 
7. Czech Republic  3  3 
8. Slovak Republic  1  ''  1 
9. Bulgaria  8  10  10  10  7  7  5  5  3  66 
10. Romania  22  13  7  5  5  3  3  58 
11. Algeria  16  15  15  15  4  65 
12.FYROM  1  2  2  2  2  2  2  2  2  15 
13, Baltic States  7  7  5  1  1  21 
14. Moldova  3  3  3  2  2  1  1  1  1  17 
15. Ukraine  -
13  12  12  12  12  10  7  5  3  86 
16. Belarus  2  1  1  1  1  1  1  1  10 
B. Guarantees 
17. EIB Mediterranean  185  185  172  159  145  130  114  99  85  1274 
18. EIB C+E Eur.  115  145  135  123  110  96  83  69  56  932 
19. EIB Asia Latin America  18  21  20  19  17  16  14  12  11  148 
20. EIB South Africa  15  12  12  12  8  6  6  6  6  81 
Interest - subtotal  410  426  396  362  314  271  235  200  166  2780 
NON-MEMBER COUNTRIES - 1323  978  1013  1138  '1096  959  908  806  736  8957 
TOTAL 
GRAND TOTAL  3289  1257  3746  1244  1126  986  944  815  736·  14142 
'-
(Eastern Europe }  892  528  550  483  507  480  487  406  344  4677 
(Other non-member countries}  430  450  462  655  589  ~79  421  -400  392  4279 -12-
I.lllli.U 
· MAXIMUM THEORETICAL ANNUAl RISK BORNE BY THE COMMUNITY BUO(>ET 
(Estimalion in ECU million· based on all operations-disbursed, adopted and proposed by the Commission) 
·- 1998  1999  2aao  '20a1  20a2  2a03  20a4  2a05  20a~  TOTAL 
MEMBER STATES 
' 
CAPITAl 
A. Balance of payments  . 
1. Greece  saa  sao 
2. Italy  981  2467  3448 
B. Structural loans 
3.  Euratom and NCI  141  55  52  71  . 17  - 336  -
4.  EIB Spain, Greece, PortuQal  45  . 39  37  20  22  21  15  ·a  208 
Cap1tal -subtotal  1667  94  '2557  91  22  21  32  8  .0  4492 
_, 
INTEREST 
A.  Balance of payments  --
1. Greece  48  48 
2.11aly  •.209  155  155  519 
B. Structural' loans 
3. Euratom_and NCI  26  15  11  7  2  2  2·  65 
4.  EIB, Spain, Greece, Portugal  18  14  11  7  5  3  2  1  61  . 
Interest- subtotal  300  184  177  14  7  5  4  1  0  692 
MEMBER STATES- TOTAL  '  1967  279·  2734  106  29  26  36  B  a  5184 
" 
., 
THIRO COUNTRIES 
CAPITAL·· 
A. Financial assislance 
5. Hungary  100  100 
6. Czech Republic  123.  123 
7. Slovak Republic  62  62 
8. Bulgaria  ISO  70  40  63  63  386 
9. Roumania  185  190  80  55.  70  580 
10. Algeria  150  100  100  350 
11, FYROM  .0 
12. Baltic States  5  5  95  25  130 
13. Moldova  5  9  12  12  12  7  3  60 
14. Ukraine  17  37  57  67  87  70  355  .. 
15. Belarus  6  6  6  6  6  3a 
16. Georgia  -'  .,  a 
17.Armenia  a 
16. Euratom C+E Europe  a  0  0.  0  0  -0  3  '12  26  43' 
B.  Guarantees 
19. EIB Mediterranean  174  187  2a3  275  352  435  sat  526.  561  3214 
20. EIB C+E Europe  92  142  196  306  -4oo  512  ·619  635  649  3551 
21. EIB Asia, lalin America  22  - 26  3B  57  76  . 109- 107  1.24  124  685 
22. EIB South Airica  36  33  29  41  46  48  233 
Capital - subtotal  913  552  617  926  1096  1200  1446  15Q6  1646  9902 
INTEREST 
A.  Firlancial asststa11ce 
~ 
- 5. Hungary  2  2 
6.Czech Republic  3  3 
7. Slovak Republic  1·  1 
B. Bulgaria  17  2t  21- 21  18  18  18  17  14  165 
9. Romania  22  -13  7  5  5  3  3  58 
10: Algeria  21  15  15  15  8  4  4  4  4  9a 
11. FYROM  2  2  2  2  2  2  2  2  2  - 18 
12.-Baltic Stales  11  7  5  1  1  25 
13. Moldova  3  3  3  2  2  -1  1  1  1  17 
14. Ukraine  16  15  15  15  .  15  13  10  7  4  110 
15·. Belarus  3  1  1  1  1  1  ., 
1  10 
16. Georgia  ·:s  5  5  5  .5  5  5  5  5  44 
17. Armenia  3  3  3  3  3  3  3  3  3  24 
1  B. Euratom C+E Europe  2  11  30  56  81  ·.  99  106  105  490 
B. Guaranlees 
19. EIB Mediterranean  205  278  .338  407  449  .452  436  348  329  3242 
20. EIB C+E Europe  ·  -
t"66  293  393  500  559  557  534  491  435  3928 
21. EIB Asia, Latin Amenca  26  43  62  liB  108  119  .tit  114  104  765 
22.· EIB South Africa  18  26  39  50  52  50  45  37  46  363 
Interest-subtotal  ..  523  726  919  1144  1283"  1308  1261  1135  ta52  9375 
THIRD COUNTRIES- TOTAL- 1436  1278  1536  2070  2379  2508  2727  2642  2698  19277 
GRAND TOTAl  3403  1557  4270  2176  2408  2534  2763  2650  2698  24462 
-
(Eastern Europe)  968  699  839  990  1199'  1308  1470  1441  '1380  10297 
(other non-member countries)  661  338  ··s97  1060  1180  12aa  1257  •1201  1316  8960 / 
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IV.  ACTIVATION OF BUDGET GUARANTEES 
IV.A  _Payments from cash· resources 
·., 
The  Commission  draws  on its  cash  resources  under  Article 12  of Council  Regulation 
No 1552/89 of29 May 1989 implementing.Dccision 88/376/EEG, Euratom on the system 
of the Communities' own resolli-ces  to  avoid delays  and  resulting costs  ii1  servicing its . 
borrowing operations when a debtor is late in paying.  - · 
IY.B  Activation of the Guarantee Fund 
. ·Council  Regulation  (EC,  Euratom)  No  2728/94  of 31. October  1994  established  a 
Guarantee Fund for external action. In the event of late payment by_ a recipient of  a loan 
·granted by the Community, the Guarantee Fund is called on to  cover the default within 
· t}lree months of  the date on which is payment is due. If  a borrower defaults on an EIB loan 
guaranteed by the CommUnity budget, the Community will  act within three months of· 
receiving a letter from the Bank calling for  th~ guarantee to be activated. The Commission 
. will then authorise the Barik: to take the corresponding amounts from the Guarantee Fund. 
Penalty interest for the time betwe_en the date on  which cash resources are made available 
an.d  the date of activation of the Fund is  drawn from  the  Fund and repaid to  the  cash 
resources. 
In the last six months the Furid has been called ori to  hon~ur guarantees for the following 
'  ' 
debtor: 
Non-member country  Date  Amount {principal + interest) 
Former Yugoslavia  .  06.02.98  4 704 085.39. 
Former Yugoslavia  22.05.98  4 352 236.80 
Total  9 056 322.19 
.. 
IV.C  Late repayments 
Durlng the period covered by this report,  the  followirig  non-member countries repaid 
debts on which they had defaulted and for which the Guarantee Fund had already been 
activated.  The amounts recovered  are  repaid  to  the Fund .  under Article 2 of Council 
Regulation. (EC,  Euratom) No  2728/94 of 31  October 1994 establishing a Guarantee . 
Fund for external action  .. 
Georgia has repaidall its arrears ofECU 131  288 737.93. 
Tajikistan  has  repaid  some  of its  arrears  (ECU 3  millior!),  leaving  the 
Community responsible for a def~ult of  ECU 70 million. 
.  ' .  :;:,a 
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. Thelate.repayments since 1 January 1998 can be broken d~wn  as follows: 
- ~  -· 
Nqn-member country  .  Repayment date  Amount (principal+ interest + 
default interest) 
-
Tajikistan  25:03.98  ..  1 291  892.58  .. 
Tajikistan  16.04.98  . 1 726 331.69 
Georgia  02.07.98  . 81  288 737.93 
.. 
.. 
Georgia  21.07.98  50 ooo 000.00 
'· 
Total  ..  134 306 962.20 
IV.D  Situation as regards unpaid debts at the date of the report<' 
The followingamoimts-had noibeen paid at 30 June 1998: 
. 
. 
v. 
Non-member cour)try  ..•  Amount (principal + interest+ default interest) 
"  -..  ~  .  -
Tajikistan  70 142 185.24 
·Armenia  '  48 510 587.09 
·.  Former Yugoslavia  ,  95 727 036.69 
Total  "··  214 379 809.02 
ANALYSIS OF THE COMMl.JNITY'S THEORETICAL LENDING AND 
GUARANTEE  CAPACITY  IN  RESPECT  OF  NON-MEMBER 
COUNTRIEs· 
.  . 
In practice, the Gl!arantee Fund and reserve facility limits the 'community's lending and 
guarantee  capacity·. 'to  non-member  countries  since  the  appropriations  availa1Jle  for 
provisioning the.Fund whenever a n~w  lending decision is adoptcd(or any annual trfu1che 
in the case of  guarantees for multiannual operations) are limited by the amoul)t entered for 
the guarantee reserve in the financial perspective.  7 
- 6  Arreai~ due from Tajikistan and Armenia from tlie loan of  ECU 1 25,0 million which tl1e Community 
granted to·tlle former Soviet Unionand its  Republics and  arr~ars due  on  the  EIB  loa~ to.  former 
Yugoslavia under tile Mediterranean protocols.  ·  · 
7  ECU 300 million at 1992 prices . 
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At any given time, lending capacity corresponds to the margin remaining in the  guarantee 
reserve.  This  margin  is  equal  to  the  difference  between  the  reserve  an~ the  estimated 
ainount needed to provision the Guarantee Fund for operations which have already been 
adopted and which are in preparation. 
Table  4  contains  an  estimate  of the  Community's  lending  capacity  in  respect of non-
member  counhies  over'  the  period  1997-?9  compatible  with  the  Guarantee  Fund 
mechanism. The method of calculation and references to  legal texts are set out in greater 
·detail in the Annex. 
On  the.  basis  of the  decisions  adopted  by the  Council  and  decisions  proposed  and  in · 
preparation (see Table 4), ECU 312.71 million is expected to  be used from the guarantee 
reserve in 1998, leaving ECU 25.29 million available at the end ofthe year. 
Outstanding  lending  and  lo'an  guarantee  operations  for  non-member  countries  plus 
unpaid interest  .~ue totalled ECU 8 261  million at 30 June 1998. 
The ratio between the Fund's resources at 30 June 1998  (1  184) and outstanding capital 
liabilities  within  the  meaning  of the  Regulation  establishing  the.  Fund  was  14.33%, 
which ·is higher than the target amount of 10% .. The rules state that "if, at the· end of a 
year, the target amount is exceeded, the surplus shall be paid back to  a special heading 
in the statement of revenue in the general budget .of the  ~uro.pean Communities". The 
surplus of ECU 66 million established at the end of the 1997 financial year was repaid 
to the budget in the first half of 1998. 
The.  Guarantee  Fund  could.  amount  to  around  ECU 1 405 million  at  the  end  of 1998 
assummg: 
- a transfer ofECU 67.20 million from the guarantee reserve in 1998; 
- no further defaults requiring activation of  the Fund; 
- no late repayment of  arrears by defaulting countries; 
revenue of around ECU 33  million on investments  from  the Furid's  assets  in the 
second half of  the year. 
If  account is taken .of the effect on the guarantee reserve of  the provisioning of  the Fund in 
respect of loans  already .decided  and  loans  proposed  and  in  preparation  for  the  period 
1998-99, the'annual capacity available for loans at 30 June 1998 varies: 
- from ECU 34 million to ECU 181 million for loans with a 100% guarantee under the 
Community budget; 
from·  ECU 48'million  to  ECU258 million  for  loans  with  a  70%  .guarantee  (in 
accordance with the contract of guarantee signed between the Cornn1ission and the 
EIB on 25 and 29 July 1997). 
The  estimates  in  Table 4  for  the  provisioning  of the  Fund  111  1999  shows  that  the 
remaining lending capacity is severely restricted  .. - 16-
VI.  RELATIVE SOLIDITY OF THE GUARA-NTEE FUND 
.  .  . 
..  The ratio between the  ani01~.ntin the Fund at 30 June 1998 (ECU i 184 million) and the 
. maximum aimual .  risk  for  loans  to  non-member cbimtries  (defined. as  the  total  an1ount 
"faliing due) shown-for 1998 in Table~ (ECU 1 436 mi~lion) comes to· 82%. - 17-
TABLE.4 
THE COMMUNITY'S THEORETICAL ESTIMATED LEND.ING & GUARANTEE CAPACITY 
IN RESPECT OF NON-MEMBER COUNTRIES 
OVER THE PERIOD 1997-1999 
under the Guarantee Fund mechanism(*) 
Outturn  Fo~ecast  Forecast 
ECU million  31.12.1997  1998  1999 
Reserve for loan guarantees to non-member countries  329  338  346 
.-
Bases for the calculation  of the provisioning of  ~he Guarantee Fund 
- EIB loans 
- Meditli)rranean (a)  553  938,6  735,25 
- Countries of Central and Eastern Europe (b)  .850,5  665,7  -710,5 
- Asia, Latin America (c)  60  190;55  322 
- South Africa (d)  125  17.~  105 
- EIB loans -Total  - 1588;5  1812,35  1872,75 
- Euratom loans  0  260 
- Macrofinanclal assistance  305  170 
Provi.sioning of the Guarantee Fund  286  313 
Margin remaining in the guarantee reserve  43  - 25 
Residual lending capacity (balance of payments loans, 
EIB loans and Euratom loans) 
-Maximum if used in full for 100% guarantee (e.g.  BP loans)  286  181 
-Maximum if used in full fqr EIB loans (70% guarantee)  409  258 
. . 
(*)The prov1S10n1ng rate for 1998 and 1999 IS  14%, the Fund havmg reached 1ts target amount at the end of 1997  . 
(see Council recommendations of 2 December 1996 and 27 January 1_997) . 
.  Description of the loans for which the Fund will be provisioned in the period 1997-1999: 
- EIB 
a. Mediterranean: 
-loans decided: 1994-96: ECU 115 million under the Fourth Financial Protocol with Syria (overall 75% guarantee)  .. 
31.1.1997-31.1.2000:  ECU 2 310 million for the renewal of the EIB mandate, covered by overall70% guarantee. 
1998-2000: ECU 150 million for financial cooperation with the FormerYugoslav Republic of Macedonia (FYROM) 
(overall 70% guarantee). 
-loans proposed or in preparation:  1998-2002: ECU 750 million for financial cooperation with Turkey. 
1998-2001:  ECU. 230 million for financial cooperation with Croatia. 1998-2000: ECU 100 million for financial 
cooperation with Bosnia. 
b.  Central and Eastern Europe: 
-loans decided: 31.1.1997-31.1.2000:  ECU 3 520 million for the renewal of the EIB mandate, covered by 
overall 70% guarantee. 
c. Asia and Latin America: 
-loans decided: 1993-1996: ECU 750 million. Loans of ECU 54.6 million cancelled. 
1996:  ECU 275 million (100% guarantee).  ECU 122 million still to be signed when the  ~ecision of 1.4.4.1997 
was adopted is now covered by the overall 70% guarantee. 
31.1.1997-31.1.2000: ECU 900 million forrenewal of the EIB mandate, covered by overall 70% guarantee. 
d. South Africa: 
-loans decided:  1.7.1997-1.7.2000:  ECU 375 million for the renewal of the EIB niandate, covered by 
overall 70% guarantee. 
-Euratom 
Loans contracts expected to be signed: ECU 460 million in 1998; ECU 440 million in 1999. 
- Macrofinancial assistance 
-loans decided: 1997: loans of ECU 25 million to Belarus released and carried forward to 1999;  loans of ECU 130 
440 
1_25 
341 
5 
34 
48 
million to Slovakia cancelled. 1998: loans of ECU 100 million to Algeria released in 1998 and carried forward to 1999. 
-loans proposed or in preparation: 1998:  ECU  150 million in loans to Ukraine. ECU 50 million in loans to Bulgaria. 
ECU 30 million in loans to Bosnia. ECU 20 million in loans to Albania. ECU 20 million in loans to FYROM. !)  . 
I . 
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.  .  .  .·  PARTTWO  .  . 
EVALUATION OF POTENTIAL RISKS: ECONOMIC AND FINt\NCIAL 
SITUATION OF THENON-MEMBER CQUNTRIES.BENEFITING FROM· 
THE MOST  ,IMPORTANT LOAN OPERATIONS 
INTRODUCTION 
. The figures given in the previous. parts provide 1nforination on the quantitative aspects of 
the  risks  home  by the  general  budget.  How~ve.r,  · these  data  should  be. weighted  in  . 
accordance: with  asp~cts relating. to the quality. of the risk, which depend on the type of . 
operation  arid  tll.e  standing  of the. borrower.  Recent. events  which  inay  influence. the 
portfolio colintry risk Cl!e  analys~d  below.  .  · . 
The country nsk .evaluation presented  in this chapter provides a  set' of  countly risk 
· indiCators  for  all  countries  that have been  recipients  of~nacro-financial assi~tance in-
Central and Eas:tem Europe, the NIS and the Mediterranean area,  in the fonn·of a full-
, page  table  per country.  To  complement  this;  textual· analysis  is  provided  for  those 
countries where significm.).t new infofrnation ·influencing the risk evaluation has become 
. available 'since the previous report covering the last six moriths of 1997  ~  Brief textual 
· analysis is· also provided for the countries which have still  to repay loansoutstanding in 
the context of the ECU  125o· miiliori  comm~rcial credits  made  availab.le  to  the  then • 
. Soviet Union in 1991: 
The evaluation in. this  secti-on does not geal· with other_ regions· tlwn. those. mentioned,  : 
ma:inly'because  Comri1unity  exposure  dsewhere(notably through  gu<!Iantees  of EIB · 
lending) represents only a small fraction of total exposure (less than 3 %} and is  also 
well diversified among countries. The Czech Republic,  Hung~  and Slovakia will no 
'·"--
' longer be  includ~d in the next report, ·a1?  these countries  repai~-their outstanding debts . 
, tow~dsthe.  EC in the first half ofl998.  · · 
. II.  CENTRAL AND EAST EU~OPEAN  COUNTRIES 
.·BULGARIA 
, ·:Buiga'ria's prospects remain positive. Tlw stand-by arrangc~pent  reached in ·sp~ing 1997 _ 
with the International Moi1etary Fund has been successfully concluded. Discussions on ... 
a possible 3-year Extended Fund facility" have started.  Foreign reserv'es  ~re more than 
. adequat~ to. covecthe central bank's ·liabilities under the currency board 'arrangenient 
-introduced on  .I JuJy 1997. .  - :  '·  .  .  . 
.  .  .  --
-The  bu~get deficit for 1998'is  ~set to be arounq 1.5% of-GOP, some 0.5. percentage points. 
·. sinaller than the target in the budget law. ·This·is due to strong reventie;perfom1ance in 
the first half-of the year _arid also to lower than expected interest rates, which reflect both 
successes in macroeconom.ic stabilisation and depressed demand for. credit. 
\. 
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Although  structural  reforms  are  advancing,  soine of the  initial  momentum built  up 
. during 1997 has been lost. The main reasons for this seem to be a lack of  administrative 
capacity, including in the courts, and an unclear framework for.reforms.  There is also 
some perception that the authorities are reluctant to relax such hold on the economy that 
·.  ~they have through. state-owned enterprises: Nonetheless, the Government's willingness  · 
to constrain its own freedom of movement, both through· the currency board and by the 
use  of international  consultants  to  privatise  some .  80  large  enterprises,  provides 
.  .  '  ~ 
continued grounds for guarded optimismregarding the overall direction of  policy. 
Notwithstanding the progress which Bulgaria has made, _J.ts  ext~rnal finances are likely 
· to remain somewhat fragile for some years to come: service on foreign debt continues to  · 
be  substantial, at close to US$1 billion _per year. A sustained refor!ll effort will ensure 
continued support from  the  IMF  and  other international  institutions,  and attract larger 
flows of  Foreign Direct Investment. 
In March 1998, Bulgaria-repaid to  the Community ECU 150 million representing the 
second and last tranche of the ECU 290 miliion· first macro-financial assistance granted 
by the Community to this ·country. At the. end of the reporting period, EC exposure vis-· 
a-vis Bulgaria for macro-financial assistance operation amounted to ECU 235 rr,tillion. · 
CZECH REPUBLIC 
The situation in the Czech Republic remain-s unsettled. Econqmic growtlrslowed down 
significantly in 1997, and actually contraCted by 0.9% year-on-year in the first quarter 
of 1998.  All significant. components of domestic demand contracted· year-on-year it1 . 
this  quarter.  However  exports  performed  extre11.1ely  well.  Short.:terin  industrial · 
production  figures  ·are  registering. a. recovery  based  primarily  on  improved  export 
perfom1ance.  ·-
' 
The  slowdown in  growth,  combined  with better export perfonnance on EU markets . 
have ·resulted  in  a  significant  narrowing  of tlH~  trade  and  current  account  deficits.· 
However, movements of  the Czech currency continue to be determined by events on the 
political stage.  The eleCtions. of June .1998 produced inconclusive results,  ana, at the 
time ofwri~ing this report, lengthy negotiations were expected on possible coalitions  . 
. In March 1998,  th~ Czech Republic repaid to  the. Community some ECU 123  rnillion 
representing  the  second  and  last  tra11che  of the  ECU  250  million·  macro-financial 
assistance granted by the Community to this country. At the end of  the reporting period, 
there_ is no longer any exposure for macro-financial assistance loans vis-a-vis the Czech 
Repu~lic. 
ESTONIA 
'  .  ;  '  -
Despite recent financial turbulence and problems affeetingthe bankirig sector, Estonia's 
risk assessment~  continues to be among the .best in the regioQ. The economy is  expandi~g 
very  rapidly  (real  GDP  growth  reached  11.4%  in  1997),  productivity  is  growing 
strongly,  leading to  a  fall  in unit  labour costs  (by  as  much as  9%  in  1997)  and the 
country's fiscal. position has been strengthened (the  sui-plus  in  1997 reached 2.1% of -20-
GDP, after a deficit of L.S% in the previous year), Official foreign debt further declined 
·_from 6.8% to  5.4% of_GDP  in  _1997  and gross inflows of Foreign Direct Investment 
have 'increased to 5.6% of GDP, contributing to  a modemisation of the economy. The 
_  country's good econoinic performance has been aclrnowledged by a  series of favourable  · 
sovereign risk ratings.  In September·1997, Moody's gave Estonia a Baal, investment 
gradf:, long:.ternl_ foreign currency rating, and in December, after the financial turbulence 
on the ~stonian and other emergihg markets, Standard ·and Poors' gave Estonja a BBB+ 
investment~grade rating.  Both: Moody's and  S&P's ratings  are  the highest given to  a 
country ofthe former-soviet Union.  .  ·  ·  -
.  '...  ·.  .  .  .  .  . 
In the last quarter of1997, however, the multiplication of qverheating signs and the fast 
expansion of bank  lending,  led  the  authorities  to .take. restrictive  measures  to •  reduce 
e_x:ternal  imbalances  (the  current  account  deficit  reached 12%  of GDP  in  199].)  and 
preserve the exchange rate commitment. These measures· seem to have been fruitful: the 
amount of  loaps granted in February was the lowest in 17 months, the Ml money supply · 
has ·b~en stable for the past 8 months· and growth in import and industrial production has 
slowed  down.  Estimated  growth  m  the  first  quarter  of· 1998  is  lower  than  in  the 
conesponding period of i 997.  · 
-
Nevertheless~ there  are. remaining  macroeconomic risks  linked· to ·the high  external 
imbalances and the volatility on the local and international financial markets. New Large 
'capital  inflows in 1998  have  led  to  a dramatic improvement ~in Qionetary  conditions, 
renewing fears  about their consequences on domestic demand and the curre1it  account 
deficit. More significantly, they increase the vulnerability ofthe country 'to ·suddenm1d 
unexpected  changes  in  foreign .  investors;·  corifidence,  which  may'  be. triggered  bY 
complete'ly exogenous factors.  Because most of  tl~e capital inflow's have taken the forn1 
of debt-creating  instruments,  the  net  debt  of Estonian res!deJ;ItS  increased shaiply  in 
J997. As a result of  the difficult situa.tion on the international financial markets and the 
authorities' measures to cool down the economy, the Estonian stock market fell between 
the end of  August 1997 and early Ju!.le  1998: Some. banks, which were actively .involved 
·in trading  operations,  haye  suffereq  important  losses  and  had  their  ratings  cut  by 
.international agencies: 
As far as EC macro-financial assistance to Estonia is concerned, no. movement b~s been 
registered 'durii1g  the  reporting  period.  As  of end-June  1.998,  EC  exposure  vis-a-vis 
Estonia amounted to ECU 15 million.  · · 
· .·FYROM 
In 1997, the Former Yugoslav Republic o(Macedonia has continued its efforts towards ·. 
macroeconomic stabilisation on which  it had embarked in 1994, following-the severe· 
·economic crisis  of the  early  1990s. Due to  the  fragility·of its  extemalposition; the 
. country had to devalue  the·d~nar by  14% in July 1997, but the government succeeded 
through the implementation 'ofa tough anti-inflationary programme to keep inflation at -
2.7%  anq  the  b\ldget deficit  at 0;4% of GDP.  In  close· co-operation with the  World 
Bank, the IMF and the EU, the country also contiimed on the path.of structural reforn1, 
particularlyby adapting Its legislation. However, moreremains to be done to· tackle the 
country's structural weaknesses ·and. to promote its exports' activities. 
,,  . .<J 
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While· the debt service ratio (debt service as  a percentage· of exports) could ·slightly be 
reduced by  1.6 percentage points to  9.2%,  the  current account situation is s-till  very  _) 
fragile, given the important trade deficit (more than·lO% of GDP). Due to the (partial) 
privatisation of some important enterprises, FYROM has been able to  attract some $ 
100 million in FDI in the first-six months of 1998 which is more than the total amount 
that had been attracted since the country's independence. 
Recent events in Kosovo could negatively impact on the country's stability, including 
the  path of struCtural  refonn,  especially the  sale of privatised  enterprises  to  foreign 
investors, thereby keeping FYROM depend~q.t on extcmal financial assistance. 
In  early  1998,  the  EC  disbursed  ECU  15  million  representing  the  second and  last 
tranche of  the ECU 40 million macro-financial assistance loan decided by the Council in 
July 1997. At the end of the reporting_period, total EC exposure vis-a-vis the FYROM 
amounted therefore to ECU 40 million. 
HUNGARY 
Hungary's country risk has  steadily declined  in  the  last  three years.  Yet,  the- general 
election ofMay 1998 resulted in the defeat of  the Socialist-Liberal govemment that had 
successfully implemented the structural adjustment measures of 1995  and 1996.  The 
defeat of an administratimi which had acquired a considerable international credibility 
obviously led to some-investors' nervousness,  Until th~ new government is in place and 
its actual commitment to  b~dgetary arid fiscal prudence is assessed, there will be so~e 
economic  unc~rtainty and  the  political· risk will. be slightly  higher  than  in the past. 
Nevertheiess, the Hungarian e~onomy  remains healthy.  Growth is accelerating but the 
current  account . deficit  continues  to  fall. · The  evolution  of  fiscal  revenues  and · 
expenditures is following the pattern of  the previous two years: the general government 
fiscal  target .for the year is ,likely tq be met since higher-than-budgeted receipts by the· 
~entral government are c:ompensating overspending, particularly by the. social security 
funds. 
In March 1998, Hungary repaid to  the Community ECU 100 million representing the 
second  and  last  tranche  of the  ECU  160  million  second  macro-financial  assistance 
granted by the Community to this country in 1991. At the ei1d of the reporting period, 
there isno longer any exposure for macro-financial assistance loans vis-a-vis Hungary. 
.  .  '  .  '  .  . 
LATVIA 
The macroeconomic situation iri Latvia remains favourable.  Growth accelerated sharply 
througho'ut 1997 to reach 6.5% for the full year. Moreover inflation continues to fall-
consumer price inflation was down to 5.4% year-on-year ip May 1998. Higher  .. growth 
and more prudent policx_ has allowed a considerable improvement in the fiscal position 
leading to a budget surplus for 1997. The withdrawal of  the· government, asa significant 
borrower, from  the market has allowed an expansion of lending to the private sector, · 
arid a fall in interest rates. The trade and current account deficits remain large, but there 
is little threat to the stability of  the currency. Latvia has a relatively low level' of  official 
and external debt, so debt servicing should not pose any problems in the coiTiing year. · -22-
·_  ·The main risk factor that has  e~erged in recent months ·has. been the .threat of extensive,  _ 
economic measures by Russia ·after a deterionition of-political relations.:  ·Russia:is a_ 
inajor trading  p~rtner.and is an important source of  crucial transit busines~ for Latvia.  -: 
As far ·as EC macro-financial assis.t(lnce· to Latvia is concemed,. rio  mov~m~nt  qas ··been: 
registered  during the  reporting  period.  As of end-June  1  ~98,. EC  exposure  vis~a-vis 
Latvia amounted to ECU. 40 million. 
'LITHUANIA 
Lithuani~n growth-· accelerated  irt  1997.  Inflation fell  to  single-digit  levels .and  fiscal 
consolidation resumed-after th~ slippage o.f1Q96. These positive macroeconomic r~sults _ 
··were accompanied 'by  a  significant. worsening  of the·  extemal  account,. which  was, 
however, easily finam;ed thanks to continuihg arid_ rising· capital inflows.  These trends 
·are continuing in 1998. The  sustainability·ofc~rrent growthtrends-·wi-li·depend_upon a 
.  car~eful  management_ of• macroeconomic  policy  and  further  structural_refmms.  The. 
strategy for the. abandonment of  the Cl!iTency board is being implemented smoothly ·and 
. in a very prudent way:  Potentially destabilisirig plans for the compensation of savings 
lost in the first years oftrimsition  ·duet~?: inflation have been delayed for-the time being. · 
-· 
The strengthening of  .the. banking sector is. continuing. lti Ja~e .March; the  ~~th9rities . 
decided to. liquidate the insolvent public-owned State Commercial Bank  in accordance · 
with the time limit imposed ·by  the  1997.  privatisation  l~w which  exe_rript~d the· SCB 
from  prudential  regulation requirements. ·The local  financial market remained  rath{fr  , 
unperturbed as  the liquidation had been widely expected;.in the last months.  Another--
state-owned AgriculturalBank.  is~lated.  fo~ privatisation in the second balfofthe year 
-and the authorities have now/committed themselves· to  the eventual privatisation of the 
other r~maini~1g  public b~.  ·  .  ·  · - ·  ·  . .  .  ·  ·  . 
'  . 
As far  a~ EC macro.;financial  assistance to  Lithuania is  concemed; no inovet11ent  has 
been registered during the reporting period. As of end:..Junc 1998, EC expo,surc vis-a-vis 
Lithuai1ia amounted to ECU 75 .. h1illion..  . 
ROMANIA· 
Jn the first half of i998, Roman_ia~s:cotmtry risk has deteriorat~d. Despite the 'decision to 
put an- end to the directed credits extended by the Central Bank to protected sectors of 
the economy, as well as many other important d~cisions faken in early 1997'' in the area 
of price,  trade-an~ _exchange market .liberalisation, the momentum·stalled later in the . 
· .year, damaging both fqreign iiwestors' confidence and expectations of  a rapid recovery  .. 
Economic and legal uncerta{nty was compounded by political wrangles within the ruling 
·coalition, which led to the resignatioj::rof the_Pnme Mini$ter. on 3Q March 1998 and-the · 
appointment of Radu Vasile .as  his successor. Hbwever,'the coaJi.tion has ·coi1iinued to 
give signs of  internal dissent. .· 
..  \ 
Romani~;s  econo~ic_ situation  has  deteriorated.  ODP  contr~cted by  6.6% in'1997, 
bringing  the  level  of aggregate  output  to  approximately  82%. of the  1989  lt::vet: 
Investment fell by more than JS%; Inflation, which reached  151.4% at the end of last 
•  •  - .-•  - I 
) 
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year, has not been tamed, as reflected by the monthly rates recorded at the beginning of 
this year (4.9% and 7.2% in January and February, respectively). This has prompted the 
-central bank to tighten again its monetary policy, which resulted in higher interest rates 
and  an  appreciation. of the  real  exchang~ rate.  Short-term  indicators  suggest  .that 
economic activity has further declined  in  the first half of  1998. Fiscal policy is  also 
contril:mting negatively to domestic demand, althougb there are strong pressures to relax 
-the fiscal stance. This explains in particular why the budget for-1998 was only approved 
,  at the endofMay. 
The external situation is  also a cause of concern.  The current  acc~unt  deficit ln 1997 
reached US$ 2.5 billion (7 .1 %. of GDP), marginally less than in the previous year. The 
small improvement ofthe current account reflects in fact a fundamental weakness of  the 
country's export 1Jase,  which was  unable to  take advantage of the depreciation of the 
national  curlency  and  the  "tow  level  of labour  costs  in  1997.  While  Foreign  Direct 
Invest~ent (FDI) inflows strongly increased in 1997, the low level of accumulated FDI 
is  an  additional factor  explaining the  lacklustre perforn1ance of exports.  The negative 
evolution of the trade accounts in the early months of 1998 (the trade deficit more than 
_  doubled in' the first quarteron the backdrop ~[falling exports and higher impmis) is also 
· worrying, and might reflect the negative· effects of the continuous real  appreciation of 
the national currency~ 
. Macroeconomic difficulties are  compounded by the  lack of meaningful and dratl).atic 
progress in the  field  of restructuring of the large State-owned banks and  enterprises . 
. Large-scale privatisation has stopped despite the new privatisation and  in~estment laws;  ' 
and  financial  discipline  was  deteriorating  in  the  first  months  of 1998.  The  new 
government  has  clearly  reaffirmed  its  intention  to  accelerate  privatisation  and 
restructure the big "regies autonomes"; Some encouraging steps were taken in the first 
months of 1998, but it is yet too early to assess whether this policy will be successfully 
implemented over a sufficiently "long period of  time. 
Romania's relations with the International Financial Institutions have also deteriorated 
in the first half of 1998. In February, the IMF could not reach an agreement on the 1998 
budget  and  made  clear  that 'tlie  authorities  had' to  present  a  coherent  package pf 
structural  reforms  before negotiations  could resume.  The IMF  programme  went_ off-
track and expired in, May ·1998.  Negotiations with the IMF  on. a new agreement will . 
resume in the secm1d half of 1998: Also, because of poHcy  slippage,  the -World  Bank 
could not disburse the last tranche of its FESAL, despite an  extension of the .validity 
period of  the loan. The deterioration of economic conditions was reflected by the recent 
downgrade in the country's sovereign credit rating by Standard and Poor's to  B+ from · 
BB-. 
·In March 1998, Romania repaid to the Community ECU -185  million,  o~t of the ECU 
580 ·million disbursed  so  far,  ih  the· framework  of the  Community  macro-financi;ll 
· assistance to  this  country.  At the end of the reporting  period,  EC  exposure vis-a-vis 
Romania amounted to ECU 395 million.  \_  ·  ·· 
.I 
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SLOVAKIA 
Although economic-growth remained among tl1e highest in  th~  regi~:n and the external 
_·trade  deficit w·as  lowered  from  its very .high  1996  leyel,  the overall  macroeconomic 
situation  worsened  considerably  in  Slovakia  in  .1997.  The  govertmi.ent  deficit 
~qeteriorated significantly,  external  deficits  improved mainly as  a result of temporary  -
protective measures and-remained unsustainably high, and inflation and unemployment 
increased again, reversing some of the progress that was made in previous years. The 
fundamenta,l·economic policy problem in Slovakia is that monetary and fiscal 'policy are-
not co-ordin·ated,_and that eco~omic  rest~cturing is too slow. To compensate for the lax-
fiscal policy, the National Bank -of Slovakia hasbeet1 forced to implement a seriously 
restrictive monetary policy for  111.ore  than a year now.  The resulting high interest rates 
are harming enterprises and banks, to ·the extent that the operation of the third largest 
bank had. to he taken over by the Central Bank. 
As a result of tliese developments, Moody's  Investors S.ervice has recently downgraded 
Slovakia's long-term foreign ctirrency rating fi'om BaaJto-Bill; a speculativegrade. 
.  - .  :::.  . 
. In March 1998, Slovakia repaid-to the Community sorrie ECU 62  million·  representing 
_the  second and last tranche of theECU l25 million  macro~finapcial assistance granted 
by the Community to this country.-At the end_ofthe reporting period, there is no  longer 
any exposure for macro-financial assistance loa11s vis-a-vis Slovakia·._ 
III.  NEWLY INDEPENDENT STATES 
.t\RMENIA 
Armenia's GDP increased by-:3.1% in 1997, the fourth annual increase ina row, and the 
-_trend should continue in 1998.  Ann1,1al:inflati~n, which rose to 22% in December 1997; 
is .set to  slow down this year.  The tax situation is  improving,  and  the budget deficit 
_-which was still high a~ 5.9 %in 1997 is  exp~cted to slightly ~ecline in -1998.  Anneni~'s 
CUITent account deficit, which was around 29% of_GDP  itl  1997, is expected to  fall  to 
· about  20  %  in  1998.  The  external  debt  -is  -high  (  40-50  %  of GDP)  ai1d  -external 
sustainability  is  a  cruciaJ  issue.  However,  paradoxically,- in  ~he- same  time,  net 
international reserves have increased to reach US$ 240 million. 
.  .  . 
The first priorities for Armenia are now to -c;eat~ the conditions to increase expot:ts and · 
to  attract FDI. The latter_ s-eem to  have increased in recent months. In this respect, the 
special emphasis put  by the Arinenian: Government on the privatisation process and on-
rehabilitating the  energy sector is  welcomed.  In this  context,  the IMF  is  expected to 
approve  in July  1998  the third  annual  arrangement  under  the- ESAF  facility.  On, the 
political side, the_ unresolved  CO~lflici with Azerbaijan over Nagorno Karabakh implies 
·that tiie couritryrisk remai;1,s high.  ·  , 
.  . 
At  e11d-June  1998,  no  disbursement  had  yet  taken -place  in  the  framework  of the 
""  exceptional macro-financial assistance in favour ofAnnenia decided by the Council in · 
Noyember  1997.  Negotiations  were  indeed  still  underway  between  the  Com~ission 
services arid the Armenian a~thorities on the conditionalit):' attached to the disbursement 
'  ' .  I 
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of this  assistance  which will be mobilized  only  after  full  clearance  of. the  country's 
outstanding due obligations towards the Community (MECU 5Q). 
BELARUS 
In  1997  and  in ·the  first  quarter  of 1998  the  Belarus  economy  has  had  a  mixed 
pcrfonnance. There has· been continued  sigt~ificant real growth of GDP  and  industrial 
output but its sustainability is at  risk.  Inflation was still high in  1997 and  accelerated 
again in the first quarter of 1998. In spite ofrepeated devaluations;: the official exchange 
rate has been lagging behind the free rate, due to  monet(l.ry expansion· and. a widening 
trade  deficit. A  currency crisis  oc_curre4 in March  1998,  pr01~1pting a wide  range of 
damaging direct controls  .. 
The devaluation of the Belarus rouble free rate, by over 30% in March 1998, has been 
officially attributed to  a malicious· speculative attack.  However the .Belarus rouble  is 
well protected from speculative attacks, and the ultimate causes of  the crisis are Belaru$ 
'trade  deficit,  ex~ess monetary  expansion,  as  well  as  inflationary  expectations.  Trade 
imbalances and inflationary pressures are being dealt with by Belarus authorities not by 
means  of market  policy· instruments  but by  direct  controls,  which  are  ineffective, 
counter-productive, and contrary to Belarus transfonnatio~ into a market economy. 
Unchanged  polici-es  are  poised  tq  tum  growth·  into  recessi~n,  acc~lerate  ihflation, 
unleash recurring currency crises. In order to  avoid this a swift correction of economic 
fundamentals is  necessary and. long overdue, by means of fiscal  and  monetary policy 
instruments appropriate to a market economy. 
GEORGIA 
'\ 
; 
' 
GDP growth of 10 %, close to  the '11  % registered in  1997, is  expected for  1998. The 
budget deficit, which fell  to  4.1  % of GDP  in 1997; is. expect~d to  decrease further to·. · 
about 2 % in 1998, while annual inflation, which fell  to 7.3  % in  1997, should decrease 
further to 6.5% in  199_8. The current account deficit (excluding official transfers) which 
wa·s  equivalent  to  10  %  of GDP  in  1997,  should  stabilise  in  1998.  Foreign  direct 
investment  is  increasing  (US$  189  million  in  1997), .as  a result-of growing  foreign 
interest  in  Georgia._ Foreign  exchange  reserves  (2.2  months'  imports  in  1997)  are 
decreasing in relative tem1s, but are expected to pass beyond US$ 200 million in  1998. 
Georgia's foreign debt amounted to some 30% ofGDP at end-:1997. 
In  February and  May  1998,  the  IMF  Board postponed  a decision  on  a  third  annual 
arrangement under the thfee year ESAF arrangement,  several targets· being missed: A 
new review mission will take place later this year to assess compliance by the Georgian 
authorities with the  remaining prior actions  to  be  taken before  a new arrangement is · 
adopted.  In the political· field,  the  Al:?khazian problem is  more acute than six  months 
ago. As a  result, the country risk can now be  consider~d as high'er. 
At  end-June  1998,  no  disbursement  had  yet  taken  place  in  the  framework  of the 
exceptional macro-financial assistance in favour of Georgia decided by the Council in 
November  1997.  Negotiations  were  indeed  still  underway  between  the  Commission. ... 
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services and the Georgian authorities ·cin the  conditi~nality attach~d  to the disbursement 
of this. assistance. which will be mobilized only after full  clearance mof the c-ountry's 
outstandi!lg due obligations towards _the Community (MECU  130.5). 
MOLDAVA-
-Moldova has  made consider<:tble  progress towm~ds macroeconomic stabilisation in the_ 
-pa.St few years. Inflatioi1 has been substantiaily reduced and output began to recover iri 
1997. The exchange rate ofthe leu has shown arernarkablestability since May r'995. 
~owever, especially since the second ~alf  ofl997, several developments gave cause for 
serious  concern.  Fiscal policy was  substantially  relaxed,  with  a  general  govemmcrtt -
deficit estimated at 6.7% ofGDP at the end of  the year. The widening budget deficit has  -
put  pressure  on  monetary  policy  and  on  the  current  account,  leading  tO'  a  deficit 
estimated over 13% of GDP.  In. addition, increasing reliance on external financing lias 
contributed to  a. steady increase of the country's external debt, now well above 50% of 
-- GDP. Although.  n~t Particularly high in  absol~te amount, the debt has been increasing 'at 
very rapid pace, almosr  doubling  every year· since  1993.- Furthermore,-the short-term 
structure- of apout on-e  tliird  of the debt could prove highly  sensitive to  petturbances 
·originating on the internatiorial financial markets. 
-On the whole, a detedoration of the coiintry's risk has  taken place  in~1997 and in the_ 
first half of 1998.  The  risks  of an interrupti'on  of the  transition process  should· be· 
minimised:  This  will  require  improvemen-ts  in  Moldova's  fundamentals.,.  especially 
addressing the lackofstiucturalfiscal reform, and making efforts to reverse the external 
current account deficit. In particular,.structural fiscal refonns_should aim at  improving 
the quality, while decreasing the level of expenditure in the social domain, at limiting · 
the' access  to  borrowing  and  the'' expenditure  capacity  of local  authorities,  and  at 
improving tax collection. Equally important will be to strengthen the supervision of the 
ba1lking system, and to revive the. process ·of structural refo1m, especially in.agricul(ure. 
TAJIKISTAN  '  . 
-_After the signing-of the June 1997 peace agreeni.ent which fonnally ended Tajikistan's 
'  'five~  year long civil war, the authorities significantly tightened macroeconomic policie's~ 
This permitted the designing of a new stabilisation ind reform  p~ogram~e-which was  --
supported by an 'IMF .Post Conflicf EmergencyAssistmice <?f about US$ 20  milli01~. Due  -
to  prudent  fiscal  and  monetary  policies  pursued  under  the  programme,  inflation 
decelerated significantly (to  ari  average of 1%  per mOI1th  iri  the first  qu~rter of 1998) 
·and confidence  in  the  domestic  currency  improved  (the  riominai  exchange  rate  has  . 
remained stable ~ince September 1997). In May 1998, the IMF Staff and the authorities 
s·uccessfully  Concludeq  neg;otiations  On  an  eC()J,lOmic programme. C()Vering the  period 
1998-2001, which could be supported by an Enhanced Structural Adjustment Fac;ility of 
US$ 102 ?Iilliort. Further fiscal  consolidati~n is a crucial component ofthe programme 
as  well  as  establjshi.ng  export-led  growth,  especially  in  light  of T_lijikistan's  high -
. external de]?t and future debt service obligations (10to.15% of  exports):.  . 
,_ - 27-
Real GDP increased ~y  about 2% in  1997, the first increase since independence, mainly 
d.r:iven  by rising. cotton production and expanding trade activities. The current account 
deficit fell  marginally to  9%' in  1997,  compared to  10%  in  1996.  The gross reserves 
increased to US$ 30 million by end.:.1997 (equivalent to 3 weeks of  imports) and further 
to  US$ 32  million ·by  end-March ·1998.  ln recent  months,  the  Tajik a,uthorities  have 
·reached. significant  external  debt  rescheduling  agreements  with  Russia,  Kazakhstan, 
Uzbekistan and Turkey. Mainly due to remaining uncertainties in the peace process-, the 
overall risk remains high, but a quite positive trend has been recorded in recent months. 
Tajikistan  maintains  arrears  of some  MECU  70  towards  the  Community.  Regular 
financial  cooperation_ with  this  country  will  remain,  ther:efore  suspended  until  full 
clearance of  the country's outstanding due obligations. 
UKRAINE  \ 
The Ukrainian economy shrank for the seventh consecutive year in 1997; but the pace of · 
contraction slowed down (real GDP growth was .,...3.2%  in  1997, compared to -10% in 
· 1996). Inflation· was further reduced from 40% in  1996 to  10% in 1997. However; the 
overall  economic  situation  remains  very  fragile,  mainly  due  to:  (a)  delays  in  the 
implementation of key structur,al  refonns, which jeopardise stabilisation gains already 
achieved,  and  (b)  a  fiscal  loosening  associated  with  a  long  pre-electoral . period· 
(parliamentary elections were held on 29 March and presidential elections are scheduled 
for October 1999). The increased outlays· in the run up to the parliamentary elections led 
to the overshooting of several targets of the Stand-by an·a~gement with ·the iMF which· 
~erit off-track arthe beginning of  this year. The IMF Staff has now abandoned the SBA 
and  negotiated  a  heavily~  front loaded  Extended  Fund  Facility  which  could  provide 
U:kraine with ·approximately $ 2.5 billion over three years. 
Th~ Ukrainian currency has  come under considerable pressure both due to  the. fiscal 
slippage as well as  the Asian currency turmoil which eroded investors' confidence in 
emerging  economies.  The  c~ntral  baTik  has  managed  to  defend  ihe  currency  from 
speculative  attacks  up  to  now  by  strongly  raising  the  key  interest  rates; intervening 
heav:ily in ·both the foreign exchange and T  -bill markets and widening and lowering the 
fluctuation margin of the currency in January 1998. A trade dispute with Russia, which 
was finally settled at the beginning of 1998, deteriorated the country's current account 
deficit (3.1% of GDP  in  1997 compared to  2.7% in  1996).  The maturity structure of 
Ukraine's  external  debt  has  deteriorated· in  recent  months,  due  to  tl;le  government's 
repeated recourse to short-term external borrowing at excessively.expensive tenns. The. 
coml.try's  international  reserves  increased  marginally  last  year mainly due  to  higher 
. official transfers and short-tern1 capital imports. No considerable progress was achieved 
with respect to structural refmm in recent months. The overall risk assessment remains 
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IV.  MEDITERRANEAN COUNTRIES. 
ALGERIA 
-Alth<;>ugh Algeria has established a strong track record _of'  mac-ro-economic stabilisation -_ 
in the last three years,  the country risk remains high =owing  to  the continued difficult 
domestic security situation andthe vulnerable medium term  economic prospects.  On 
. the political front, following. legislative· and local elections, ihe process of  institutional  .· 
· reform  was  completed  with  the  formation  of the  Upper Chamber of Parliament  m 
December 1991.- .  - - -· 
Algeria  successfully  completed  the  stabilisation  and- structurai  i·eform  programme 
supported by the IMF under the  'three-ye~ Extended _Financing  Facility (EFF). ·.  GDP 
growth reached 2-.3% in 1997 and is projected at 5:6% in 1998.  inflation averaged 5.7% · 
in· 1997-,  do~n  Trom  18.6% in  1996,  and  is  currently projected  at  5% in  1-998.  The 
external  current  account  and  fiscal  balances  registered  large  surpluses  in·  1997' .. 
equivalent to·  6. 7% ·and  2.3% of GDP,  respectively~ Gross  foreign  exchange reserves 
which already doubled to us$  4.2 billion. in 1996  inqeased further in,  1997  to  reach 
US$ 8 billion at end-year, co':'ering 9.5 months of  imports.· As a re~ult of  this economic 
. performance, the authorities· announced that they would not request a new arrarigement 
following the expiry ~fthe Fund-supported programme in May 1998 . 
. Despite  continued  structural  reforms  in  the  areas  of external· trade,  financial  sector,. 
restructuring  of public  .. enterprises,  and  privatisation,  the· economy  remains  poorly 
:diversified  and  particularly  vulnerable. to  the  vagaries  of world  energy  prices  and  -~ 
weather  conditions~ .  'The sharp decline in  oil prices since the beginning of 1998  has·  . 
.  significantly increased the nsks for. the fiscal and  external position~ in the medium tcnn  ... 
As a result, the extemal current·account  surplu~s is expected to  decline. -Based  on these 
adverse  dev~lopments -and .the  contimied  high,  even  though  declining,  extermil  debt 
indicators, Algeria is not in a favourable position to tap international capita[ markets in 
1998_as 'originally envisaged.  Algeria's balance-of-payment viability will continue io 
remain vulnerable in the absence ofa diversification of  the export base and development_ 
of a· dynaniic private ecpnomy.  A  new phase_ of comprehensive structural  refonns. is  -
. . .  needed to create the conditions for higher sust~inab]e growth in the non~energy sector.. 
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List of  abbreviations-. 
BOP 
CCFF 
CEEC 
DDSR 
DM 
EC. 
ECU 
EFF 
EIB 
ESAF 
EU 
FE  SAL 
G&S 
GDP 
IMF 
MED 
NIS 
SBA 
STF 
USD or US$ 
Balance of  payments 
Compensatory and Contingency Financing Facility 
Central and East European Countries 
Debt and Debt Service Restructuring 
Deutsche Mark 
. European Community 
'European Currency Unit 
Extended Financing Facility 
·European Investment :Bank  . . 
Extended Structural Adjustment ·Facility 
European Union 
Financial and Enterprise Sector Adjustment Loan 
Goods and Seryices 
Gross Domestic Product 
·International Monetary Fund 
Mediterranean countries 
Newly Independent States 
Stand-By Arrangement 
Systemic T-ransformation Facili!Y 
Dollar of  the United States of  America 
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I.  EXPLANATORY NOTES ON THE SITUATION OF RISKS COVERED  .  .  )  . 
BY THE.COMMUNITY BUDGET 
I.A  Tables 1 to 3 
The purpose of  Tables 1 to 3 is to show the outstanding amount of  guarantees and annual 
repayments of capital  and  interest  in  respect of borrowing  and  lending  operations for 
which the risk is  covered by the  Community budget.  The figures  show the max'imum 
possible risk for the Community in respect of these operations and must not be read as 
meaning that theseamotints will actually be drawn from the budget. In the case ofl'able 3, 
in particular, it is not certain that all the operations described will actually pe disbursed. 
I.A.l  Authorised ceiling  (Ta~le 1) 
'fhis is the aggregate of the maximum an1ounts of capital authorised (ceilings) for each 
. operation decided by the Council. 
In order to relate it to the risk which the budget might have to  cover, account sho.uld be 
taken of  the following factors which could affect it: . 
Factor increasing the risk: the interest on the loans must be added to the. authorised ceiling . 
Factors reducing the risk: 
•  limitation  of,  the  guarantee  given  to  the  EIB  to 75%  of the  loans  signed  iri  the 
Mediterranean countries; 
•  li.mitation of the guarantee given to  the EIB to 70% of the  loans signed as  part of 
lending  operations  with  certain  non-member countries  authorised by the  Council 
Decision of 14 April 1997 and a sharing of  risk between the Cominunity and the EIB 
as the budget guarantee covers only political risks in some cases; 
•  operations already repaid, since the amounts concemed, except in th~ case of balance 
of  payments support (Member States),are the maximum amount of  loans granted-and 
not outstanding amounts authorised; 
•  the an10Unts authorised arc not nec~ssari_ly taken up ii1 full. 
I.A.2  Capital outstanding (Table 1) · 
· This is  the an1ount of capital still to  be repaid· on a given date in respect of operations. 
disbursed.· 
Compared with 'the previous aggregate,  the  an1ount  outstanding·does not include loans 
which have not yet been disbursed  nor the  proportion of disbursed  loans  which  have 
already been repaid. It may be described as  the an1ount of loans which exist on a ·given · 
~~  . . .: 32-
.f.A.3  Annual risk (Tables 2 and 3)  · · 
Estimated amount of  principal and interest.dueeach ftnaricial year  .. 
.  ··,· 
This amount is calculated for: 
a)  disburserrients alone (Table 2), in which case  the~  capital to be repaid cm1·esponds to 
. the' amount outstanding; 
b) disbursements, decisions still awaiting disbursement and  Coinmis~ion proposals still 
awaitin.g decisions (Table 3}. 
In which case the capital to be repaid corresponds t.o the ceiling on loans authorised 
plus,  where ·applicable,  the  an1omits  m  respect .of operations  proposed  by .the 
Commis1;ioli and not yet  decided. - 33-
I.B  '='oan operations covered by a budgefguarantec 
/" 5' 
TABLE 58 
Borrowing and lending operations: Member States 
Changes In amounts outstu1ding during six-month period 
COUNTRY  Decision  Date  Loan  Loan sltu~on  Amount  Amount 
.~decision  term  decided  outstanding 
(years)  -closed (a) 
• partially disbursed (b) 
· at 1.1.98 
- ·disburSed In full (c) 
- not vet disbursed (d) 
GREECE  !111136/EEC  04.03.91  2.200,00 
·- 6  (a)  "  1.000,00  500,00 
.  (d)  600,00 
' 
.  (d)  . 600,00  -. 
ITALY  93/67/EEC  '18.01.93  I 
' 
8.000,00  3.447,80 
.6  -(c)  2.000,00 
6  (c)  2.000,00 
.  (d)  2.000,00 
.  . ,(d)  2.000,00  . 
) 
EURATOM  ..  (3)  4.000,CJC!  118,40 
771270-271/Euratom  29.03.77  (c)  .500,00 
80129/Euratom  20.12.79 
' 
(c)  500;00 
82/170/Euratom  15.03.82  (c)  - 1.000,00 
851537/Euratom  05.12.85  (b)(4);  1.'000,00 
901212/Euratom  23.04.90  (d)(4)  1.doo.oo 
'  NCI 
_. 
(3)  6.830,00  218,60 
78/870/EEC  16.10.78  ..  (C)  ''  ·1.000,00  . 
81119/EEC(1)  20.01.81
1 
(c)  1.000,00 
81/1013/EEC(2)  . 14.12.81  (c)  80,00 
" 
82/169/EEC  15.03.82  (c)  ,  '1.000,00  ' 
831200/EEC  19.04:83  .(c)  3.000,00 
87/187/EEC  09.03.87  (c)  750,00 
-
TOTAL  '.  21.030,00  4.284,80 
.. 
(1) Exceptional aid for the reconsttuction of areas h~  by the earthquake in Italy in 1980. 
(2) Exceptional aid for the reconsttuction of areas h~  by the earthquake In Greece in 1981.· 
'(3) Long-term loans for which the schedule of repayments depend on the dates of<tisburse~enl  . 
(4) By Decision 94/179/Euratom of 21  March 1994 the Council decided to extend Euratom loans to the financing of projects in cert.ain non;member countries. 
At 31  December 1996 no loans had yet been granted in'non-member countries.·  · 
(5) Discrepancy caused by change in the rates of the other currencies against the ~u. 
ECU'million 
·  Operations In slx-montb 
Derlod 
Amounts  .  Amounts 
disbursed  repaid. 
( 
\ 
. 
'  500,00 
89,40 
: 
/ 
22,10 
0,00  .611,60 
Amount 
outstanding a1 
30.08.88 
0,()0 
3.446,60 
-. 
28,70 
194,80 
3.670,10 (5) 
w 
-.c' COUNTRY  Decision 
HUNGARY  91/310/EEC 
1st  tranche 
2nd tranche . 
CZECH REPUBLIC  91/106/EEC 
1st  tranche 
2nd tranche 
SLOVAKIA  91/106/EEC 
1st  tranche 
2nd tranche 
BULGARIA I  91/311/EEC 
1st  tranche 
2nd tranche 
BULGARIA II  921511/EEC 
1st  tranche 
2nd tranche 
BULGARIA ill  97/472/EC 
1st  tranche 
2nd tranche 
ROMANIA I  91/384/EEC 
1st  tranche 
2nd tranche · 
ROMANIA II  921551/EEC 
ROMANIA ill  94/369/EC 
1st  tranche 
2nd tranche 
BALTIC STATES  921542/EEC 
ESTONIA 
1st  tranche 
2nd tranche 
LATVIA 
· 1st  tranche 
2nd tranche 
TABLE5bl11 
Financial assistance to non-member countries 
.Changes in amounts outstanding during six-month period, broken down by countries and tranche 
ECUmillion 
Date of  Loan  Expiry date  Loan situation  '  Amount  Amount  OperaUons in six-month period 
decision  term  decided  outstanding at 
(years)  -closed (a)  '  1.01.98  Amounts  ·  Amounts 
• parUy disbursed (b)  disbursed  reapid 
• disbursed in full (c) 
• not yet disbursed (d) 
24.06.91  180,00 
7  18.03.98  (a)  100,00  '100,00  100,00 
5  15.12.97  (a)  80,00  0,00 
25.02.91  '  250,00 
7  18.03.98  (a)  123,30  123,30  123,30 
5  15.12.97  (a)  126,70  0,00 
25.02.91  126,00 
7  18.03.98  (a)  61,70  61,70  61,70 
5  15.12.97  (a)  63,30  o:oo 
24.06.91  290,00 
7  18.03.98  (a)  150,00  150,00  150,00 
5  15.12.97  (a)  140,00  0,00 
19.10.92  110,00 
7  07.12.2001  (c)  70,00  70,00 
7  29.08.2003  •  (c)  40,00  40,00 
22.07'.97  260,00 
·10  10.02.2008  (c)  125,00  125,00 
- - .  (d)  125,00 
22.07.91  376,00 
.7  01.02.99  (c)  190,00  190,00 
6  18.03.98  (a)  185,00  185,00  185,00 
27.11.92  7  26.02.2000  (c)  80,00  80,00 
20.06.94  125,00 
7  20.11.2002  (c)  55,00  55,00 
- - (c)  70,00  70,00 
23.11.92  '  220,00 
40,00 
7  31.03.2000  (c)  20,00  15,00 
- - .  (d)  20,00  0,00 
.80,00 
7  31.03.2000  (c)  40,00  40,00 
-· 
\  - (d)  4o.00  0,()0 
-- ------
Amount 
outstanding at 
30.06.98 
0,00 
0,00 
0,00 
0,00 
70,00 
40,00 
125,00 
0,00 
190,00 
0,00 
80,00 
55,00 
70,00 
1.5,00 
0,00 
40,00 
000 
UJ 
(.)) 
I •. 
.  .  T  A8LE 5b (2) 
Financial assistance tQ non-member countries 
. Changes In amounts outstanding during six-month period, broken down by counti'les and tranche 
ECUmi/H  -- --- --
COUNTRY  Decision  Date of  Loan  Expiry date  .  :·Loan situation  Amount  Amount  Operat_ions in six-month J)eriod  Amount 
·decision  term  decided  outstanding a  outstanding at 
(years)  -closed (a)  1.01.98  Amounts  Amounts  30.06.98 
-partly  disbursed (b).  disbursed  repaid 
-disbursed in full (c)  ' 
-not yet disbursed Cdl 
LITHUANIA  100,00 
1st tranche  7  27.07.2000  (c)  50,00_  50,00  50,00 
2nd tranche  7  16.08.2002  (b)  . 50,00  25,00  25,00 
MOLDOVA I  94/346/EC  13.06.94 
\. 
45,00 
1st tranche  - 10 ..  07.12.2004  (c)  25,00  25,00.  '  25,00 
2nd tranEC  10  08.08.2005  -·(c)  20,00  20,00  ' 
20,00 
MOLDOVA II  961242/EC  25.03.96  10  30.10.2006  (c)  15,00  15,00  15,00 
UKRAINE I  94/940/EC  22.12.94  10  28.12.2005  (c)  .  85,00  85~00.  85,00 
UKRAINE II  95/442/EC  23.10.95.  200,00 
'  . 
.112 tranche  10  29:08.2006  (c)  !  50,00  50,00 
112 t.ranche  10  30.10.2006  (c)  .  50,00  50,00 
2nd tranche  (c)  100,00  100,00 
BELARUS  95/132/EC  10.04.95  '  55,00 
1st tranche._  10  28.12.2005  (c)  30,00  30,00  30,00 
-2nd tranche 
!  -·  -·  (d)  25,00  0,00  0,00 
FYROM  97/471/EC  '22.07.97  40,00 
1sttra.nche  15  27.09.2012  (c)  "  25,00  25,00  ...  25,00 
2nd tranche  '  (d)  15,00.  0,00  15,00  15,00  - "  ALGERIA I  91/510/EEC  '23.09.91  400,00 
1st tranche  '  5  15.12.97  , (a)  :  250,00  0,00 
2nd-tranche  7  17.08.2001  (c)  150,00  ..  150,00  '  150;00 
ALGERIA II  94/938/EC  22.12.94  200,00 
1st tranche.  '  7  27.11.202  (c).  100,00  ..  100,00  100,00 
.  2nd tranche .  - - '(d).  tqo.oo  0,00  0,00 
REPS.OF FORMER USSR(*)  91/658/EEC  16.12.91.  3  28.09.97  ·-·'  1.250,00  216,QO. 
l  113,31  . 102,69 
' 
TOTAL  4.045,00  2.121,00  140,00  ·- 733,31  1.527,69 
.(*)The ECU 102,69 million outstanding corresponds to the principal due but not paid at 30,06.199.8 
'•j' 
'i 
w 
~ 
I TABLE& 
LOAN GUARANTEES TO EIB 
Date of 
GEOGRAPHICAL AREA  Decision  Date of  Rate of  Loan term  guarantee  Amount  Loans signed 
decision  guarantee  (years)  contract  decide<:! 
'  during 
- .,  at 1.01.98  six-month 
period 
MED. financial protocols(1)  8.03.77  . 75% (2)  15  .  30.10.78/10.11.78  6062  5400  115 
MED. horizontal coop.  R/17621921CEE  29.06.92.  75% (2)  15  '  09.11.92118.11.92  1800  1800  0 
TOTALMED.  7862  7200  115 
(3)  (3) 
C and E Europe I  ' 
90/62/CEE(4)  12.02.90  100%  '  15  24.04.90/14.05.90  .  1000  9~8  0 
.  9112521CEE(6)  14.05.91  100%  15  19.01.93104.02.93  .  700  700  - .. 
C and E Europe II  93/695/CE(6)  13.12.93  .  100%  '  15  22.07.94/12.08.94  '  3000  3000  -
Asia, Latin Anierlca I  93/115/CEE  15.02.93  .  100%  . 15  04.11.93/17.11.93  750  . 657  0 
Asia, Latin America II  961723/CE  12.12.96  -100%  15  18.03.97126.03.97  153  I  153.  0 
Asia, Latin America II  961723/CE  12.12.96  70%  15  21.10.97  122  52  0 
South Africa  951207/CE  01.06.95  100%  15  04.10.95116.10.95  300  300  -
New mandates  971256/CE(7)  14.04.97  70%  15  25.07.97129:07.97  7105  2563  .  875 
-
FYROM  98/348/CE.  19.05.98  .  70%  15  150  0 
·-' 
TOTAL  21142  15553  990 
(1) Including ECU 1 500 million for Spain, Greece and Portugal. 
(2) General gurantee of 75% for all credits made available under leflding operations under a guarantee contract signed between the Community and the EIB on 30. 10,78 and 1  0.11. 78. 
By way of exception, a 100% gurantee applies to the emergency aid granted to Portugal in accordance with the Council Decision of 7 October 1975.  · 
(3) The Community has guaranteed ECU 5 435.9 million, of which ECU 141.5 million is covered ·by a 100% guarantee for Portugal. 
(4) Non-member countries:  Poland, Hungary.  · 
(5) Non-member countries:  Czech Republic and Slovak Republic, Bulgaria, Romania. 
(6)_Non-member countries:  Poland, Hungary, Czecli Republic and siovak Republic,  Bulgaria, Romania, Baltic States and Albania. 
(7) Nol)-member countries:  Central and Eastern Europe,  Mediterranean, Asia and Latin America, South Africa .. 
Amount outstanding 
at 1.01.98  at 30.06.98 
2469  2415 
779  1027 
3248  3442 
691  688 
437  438 
761  903 
.. 307  364 
78  78 
0  0 
100  .  83 
144  626 
5765  6623 
w 
'J 
I (4) 
-38-. 
I.<;  Expected signature and·,disbursement of EIB loa11s  · 
The EIB has supplied the  _figure~ used for calculati~n of  the assumptions made for dra'Ying 
.up Table 3 (EIB lo·ans to non-member countries from its myn resoqrces).· 
Expected signatures 
At tlw date of  the report a  total ofECU 4 143 million was stilfto be signed: 
.. 
-
··  Mediterranean: former mandates  ECU  255 million 
(protocols with Syria and M.alta) 
;  ' 
Mediterranean countries:  '  .  ECU 1168 million 
Central and Eastern Europe:  ECU 1 632 million 
Asia and latin ·America:  ECU  ?58. million 
-
. South Africa:  ECU  - 330 million 
Disbursement forecasts. 
As reg~ds disbursement ,of the loans still awaiting signature; it is assumed that nothing 
will be pa'ld in. the year of  signature, 10% in the second year, 25% a year between the third 
artd fifth years and 15% in the sixth year. .  .  ·  ·  , 
At the date of the report ECU 7 307 million still had to be  disbursed againsflo~s signed 
at that date~ The total ,breaks down as follows:8  .  .  · 
Mediterranean 
,,  .  ECU 2  531  rnillion 
Central and Eastern Europe  ECU.3 944 million 
' 
-·· 
Asia and l:atin America  ·EcU  588 million  -
South Africa  ECU  244-million 
I.D,  Payinent of  tb~ budget guarantee 
J.D. I  Borrowing/lending operations 
In tliis type of  operation, the Community borrows on the financial market and on-lends the 
proceeds (~t the sarnerate and for the same term) to Member States (balance of  payments), 
nmi-mell?-ber countries (medium'-term fulancialassistance) or firms (NCI, Euratom).  , 
8  Based on a Working assumption that 25% of  the  lo~  will-be  disbu~sed  ~very year for four years and that 
the average term will be fifteen years with a three-year period of  grace.  .  .  .  .  .  :  .  . -39-
The loan repayments are  schedule~:! to· I~latch the repayments of the· borrowings due from 
the·community. If  the recipient of  the loan is late in making a repayment, the Commission 
must draw on its resources to-repay the borrowing on the due date. 
The funds needed to pay the budget guarantee in the event of  late payment by the recipient 
of  a loan granted by the Community are raised as follows:  " 
a)  The amount required may be taken provisionally from cash resources in accordance 
with  Article  12  of Council  Regulation  No)552/89 of 29 May 1989  implementing 
Decision 88/376/EEC, Euratom on the system of  the Coi1mmnities' own resources. This· 
method is  used so that the Cmnrrninity can immediately repay t11e  borrowing on the 
date scheduled in the event oflate payment by the recipient of  the l_oan. 
b) If  the delay extends to three months after the due date, the Conm1ission draws on the 
Guarantee Fund to  cover the  default.  The  fLmds  obtained are  used to  replenish the 
Cm1ID1ission's cash resources. 
e)  The  transfer  procedure  can  be  used  to  provide  the  budget  heading  with  the 
appropriations' needed  to  cover  the  def~ult;  any  margin available  in  the  guarantee 
reserve is drawn on first. This method is used when there are insufficient appropriations 
in the Guarantee Fund and must be authorised in advance by the b.udgetary authmity. 
d)  The re-use of amounts repaid by debtors who have defaulted, leading to activation of 
the Community guarantee, allows payments to be made within a short period of time 
always providirtg, of  course, that there ate ~ecovcred funds available. 
/.D.2  · Guarantees given to third parties 
The loan guarantee is  in respect of loans  grant~d by a  financial  institution such as  the 
European Investment Bank (EIB). When· the recipient of  a guaranteed loan fails to make a 
payment on the due date, the EIB asks the Community to  pay the amounts owed by the . 
defaulter in ac.cordance with the contract of  guarantee. The guarantee must be paid within. 
three months of  receiving the EIB's request. The EIB adn1inisters the Joan with all the care 
required  by. banking  practice  and  is .  obliged  to  demand  the  payments  due  after  the 
guarantee has been activated. 
Since the entry into  force of the Regulation establishing a Guarantee Fund for external 
action,  the  provisions  of the  Agreement  between  the  Community  and  the  EIB  on 
management of the Fund state that, after the EIB calls in the guarantee in the event of a 
.  default, the Commission must authorise the Bank to withdraw the cotTesponding amounts 
from the Guarantee Fund within three months. 
If there  are· insufficient  resources  in  the  Fund,  the  procedure used  for  activating  the 
guarantee is the _same as for borrowing/lending operations. -40-
II.  METHODOLOGICAL  NOTE  ON  THE  .  ANALY~HS  OF .  THE 
COMMUNITY'S  ESTIMATED  LENDING  CAPACITY ]N RESPECT 
. OF  NON-MEMBER  COUNTRIES  OVER- THE  PERIOD  1991-99 
UNDER THE CU~RANTEE  F'UND MECHANISM (TABLE 4) 
II.A  Reserve for loari guarantees to non-member countries 
As  agreed  at  the  Edinburgh European  Council,  the  Interinstitutional  Agreeme!lt  of 
.·  29 October 1993 -on  budgetary .discipline and  improvement of the  budgetary. procedure 
provided  for  the  entry of a reserve. for. loan  guarantees  to  non-member countries  as  a 
. provision in the general budget of  the European Communities. This reserve is intended to. 
coverthe requireme~ts or'the Guarantee Fund and,. where neceSS<!ry, activated guarantees. 
exceeding the amount available in the Fund,-so that these ari10unts may be charged to  the 
budget..  .  ·  ·  . 
"'·  The  amount  of the  guarantee  reserve' ·is  the  San1e  as. m  the  financial  perspective, 
viz. ECU 300 million  at .  1992  prices.  The  amount  m  the  reserve  comes  to 
ECU 338 million in 1998.  · 
.  '· 
. 
The conditions for the entry, use and financing of the guarantee reserve are  laid down in 
the following decisions:  · 
0 
-
•  Council Decision 94/729/EC of  31  October 1994 on budgetary discipline · 
0  •. 
•  Council Regulation (EC_~C, EC, Euratom) No 2730/94 of  3 L  October 1994 amending 
the Financial Regulation of 21  December ·1977  applicable to  the genei·al· budget of · 
the European· Communi  ties 
•·  Council Decision 94/728/EC of  31  Octo_ber 1994 on the system of the Communities'.  - - .  - '  .  .  . 
own resources. 
n.B  Bases for the calculation of the provisioning of the Guarant~e FOnd 
The bases for the provisioning of  the Fund are calculated by applying the appropriate.rate  · 
of  guarantee (70%, 75% or 1  00%): 
to the loan. guarantees authorised by the Council and to. the loan guarantees proposed. 
or being prepared by the Commission on the basis of  the estimates t:}f loan  signatui~es 
contained in the financial  stateme~ts (EIB and E~ratom loans); 
to  the  loans  (for financial  assistance)  authorised  by  the  Council  and  to the loans: 
proposed or being prepared by t~e Commission. 
.  . 
The  annex  to  Council  Regulation  (EC,  Euratmn)  No  2728/94  of 31  October  1994 
establishing a Guarantee Fund for· external  a~tions, which rdates to -the arrangements for 
payments into the Guarantee F~nd; states that, in the case of  borrowing/lending operations. 
or guarantees to financial bodi~s under a framework facility spread over a number of  years . 
-and with a microeconomic· and structura_l purp<;>se, payments into the Fund \Yill be made in 
annual tranches calculated ori the basis of the annual amOtmts  indicated in  the  financial 
:•', - 41  .:. 
statement attached to the Commission proposal, adapted where appropriate jn the light of 
the Council decision.  · 
For other Community borrowing/lending  operations,  such  as  loans  for· the  balance of 
. . payments of  third countries, whether made in one or more than one tranche, payments into 
the Fund arc calculated on th_e basis of  the total amount for the operation decided on by the 
Council. 
The annex  to  the  Regulation estal?lishing  the  Guarantee  Fund states  that,  as  from  the 
second year (in the. case of operations spread over a number of years), the amounts to be 
paid into ·the Fund will be corrected by the difference recorded on 31 December of the 
· previous yearbetween the estimates that were taken as  a basis for the previous payment 
and the actual figure for the loans signed during that y~ar. Any difference relating to  the 
previous year will give rise to a payment in the following year.  -
.  .  . 
The annex ·states that, when it starts a paymen~  procedure, the Commission will check the 
situation with  regard  to  the  performance of the operations  which  v.iere  the subject of 
previous payroents and, where the commitment deadlines originally laid down have not 
been met, will propose that this will be taken into account in calculating the first payment  .  .  . 
to be made at the star:t of  the following financial year_ for operations already under way. 
In the first half of 1998, as  at  the start of every_ financial  year,  the budgetary authority 
therefore adopted transfer 8/98 to correct the amounts paid to the Fund and pay the ammal 
tranches provided for  in  ~he finan,cial  statements for  EIB  loans- for  projects outside the 
Community (central and Eastern Europe, Mediterranean, Asia and Latin America, South 
Africa). 
II.C  Basis for the provisioning of the Fund in the event of a part guarmitee 
For EIB  loans- covered by an aggregate 75% guarantee, the Fund is provisioned on the 
basis of75% of  the total amount of  operations authorised. 
The guarantee on the EIB loans authorised by the Council on 14 April  1997 is  limited to 
· 70% of  the total an10unt of  credits opened. The basis for provisioning is 70% of  the annual 
forecast of  signatures. · 
II.D  Provisioning ofthe Guarantee Fund 
The an1ounts paid into the Fund are obtained by ~pplying the rate of  provisioning (14%) to 
the calculation base set out above. 
Pursuant to Articles 2 and 4 of the Regulation establishing the Guarantee Ftind, the Fund 
is endowed by payments from the general budget equivalent to 14% of  the capital value of 
the operations until  it reaches the  target amount.  As the  target amount was reached at 
31 Decemoer  1997;  the . Commission,  -in  accordance  with  the  Regulation~ submitted 
proposals to review the rate of  provisioning. These proposals appear in the-comprehensive 
report on the functioning of  the Fund which the Commission drew up in accordance with , 
Article 3 of  the Regulation (COM(1998) 168 final of  18 March 1998) .. -42-. 
II.E  Margin remaii1ing in the guarantee reserve 
The margin remaining in the guarantee reserve ·is equivalent to. the difference between the 
reserve and the heading for the provisioning ofthe Guarantee Fund:  · 
II.F  Residual lending capacity 
The  residti~l lending capacity is  the  loan  equivale!1t  of. the ~~nargin left  in  the reserve, 
allowing for the guarantee rates in force. 
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III.  TABLES: COUNTRY-RISK INDICATORS 
_.., -44- . 
-
Country-risk indicators 
-
' 
Country: Bulgaria 
,r  "  -
: 
- footnotes  ·1995  1996  1997 
·' 
· Real GOP growth rate (%).  2,1  -10,9  -6,9 
Industrial P!Oduc:;tion (%change) 
''  8,6  :8.3'  -11,5  (5j 
Unemployment  - (  (end of period)  11,6  12,5  13,7 
lnflati.on rate  (Dec/Dec)  32,8  310,8  580 
Exchange rate·(leva per USD)  (end of period)  71  487  1792 
General governme.nt balance (as% of Gi:ll>)  -5,7  -11,0  -2,6 
' 
Balance of payments 
' 
,, 
Exports of goods and services (bn USD)  7,0  6,3  6,3 
Current .account balance (% of GDP) 
_ _. 
-0,5  0,8  . 4,4 
: Net inflow of foreign direct i~vestment (m USD)  90  109  498 
Official reserVes, including gold(end of period) 
bn USD  1,5  0,8  2,5 
months' imports of goods and services.  2,8  1,6  5:2 
·-
External debt' 
Convertible currency external debt  10,2  9,6  9,7 
(bn USO, end of period.) 
Convertible currency debt service (bn ·us  D)  0,9  1,0  1,1' 
prif"!cipal  - 0,3  0,4  0,6. 
- interest·  0,6  0,6  0,5 
External debVGDP ·(%)·  79  103  97 
_External debVexports of goods and servic_es (%)  '  151  153  156 
Debt servicelexportsof goods and services(%)  14  17  14 
Arrears (on both interest and principal,bn USD)  none  none  none' 
Debt reliet'agreementsand rescheduling  none  none  none 
·-
·' 
Indicators of  EU· exposure 
-
EU exposure/total EU exposure (%)  (1)  7,3 
" 
8,1  5,7 
EU exposure/external debt (%)  5,7  6,5  4,8 
EU exposure/exports of goods and services (%)  7,7  .10,0  7,4 
IMF arrangements 
Type  - SBA  SBA 
(Date)  \  (7/96-2198)  (6/97-5/98) 
· On track  - ·  no (4)  yes 
--
Indicators of market's perception of creditworth,lness 
Moody's long-term foreign currency rating (end of period)  - none  none  83 
S&P long-term foreign currency rating (end of period)  none  none  . none 
Euromoney  ·  03195  09195'  03196  09/96  03/97  09197 
Position in the ranking .  (2)  '  90  90  9992  111  '96 
(number of countries)  (187) (181)  (178) {178)  (179) (180)  -
The Institutional Investor .  03195  09195  03196  09/96  03/97  09197 
Position in the ranking  (2)  93  94  92  93  97  99 
(number of countries)  (135) (135)  (135) (135)  (135) (135) 
Credit rating  .- (~)  21.9  22.2  .23.1  23.5  22.5  22.2 
Footnotes 
(1) (2) (3)  See explanatory notes. 
(4)  SBA suspended in 09/96. 
(5)  First nine months of 1997 eompared to same period of 1996 ( 
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Country-risk i(ldicators 
Country: Czech Republic 
Real GOP growth rate{%) 
. Industrial production ( % change) 
UnempiC?yment  · 
Inflation rate 
· ·Exchange rate (CK's per USD) 
(end of period) 
(Dec/Dec) 
(end of period) 
General government balance {as % of GOP) 
Balance of payments 
Exports of goods and services (bn USD) 
Current account balance (% cit GOP) 
Net inflow of foreign direct investment (m USO) 
Official foreign exchange reserves (end of period) 
bn USD 
months' imports of goods and services 
External debt 
Convertible currency external debt 
(bn USD, end of period.) 
Convertible currency debt service (bn USD) 
principal 
interest 
External debVGDP (%) 
External debVexports of goods and services (%) 
Debt service/exports of goods and services (%) 
Arrears (on both interest and principal, m USD) 
Debt relief agreements and rescheduling 
.. 
Indicators of EU  ~xposure 
EU exposure/total EU exposure(%) 
EU exposure/external debt(%) 
EU exposure/exports of goods and services{%) 
IMF arrangements 
Type 
(Date) 
On track 
Indicators of market's perception of creditWorthiness 
Footnotes 
Moody's long-term foreign currency rating (end of  period) 
S&P long-term foreign currency rating (end'  of period) 
Euromoney  ·  · 
Position in ihe ranking 
(number of countries) 
The lnstitutionaf Investor 
Position in the ranking 
(number of countries) 
Credit rating 
(1) (2) (3)  See explana~ory notes 
footnotes 
(1) 
I 
(2) 
(2) 
(3). 
1995 
6,4 
8,7 
2,9 
7,9 
26.6 
0,3 
28,2 
-2,7 
2526 
14,0 
6,1 
16,5 
2,6 
2,0 
0,6 
32,6 
58,6 
9,2 
none 
none 
' 
5,8 
. 2,6 
2,5 
• 
Baa1  (09i95) 
A 
03/95  09/95 
'35  41 
(187) (181) 
03/95  09/95 . 
33  30 
(135) (135) 
55.8  58.4 
-
1996 
3,7 
6,8 
3,5. 
8,6 
27,1 
29,9 
-7,6 
1388. 
12,4 
4,4 
20,8 
3,8 
3,0 
0,8 
37,0 
69,6 
12,8 
none 
none 
. 
7,3 
2~7 
1,9 
Baa1 
A 
03/96  09/96 
36  35 
(178)(178) 
03/96  09/96 
30  29 
(135)(135) 
60.1  62.0 
/ 
-
1997 
1,0 
2,3 
5,2 
10,0. 
34,4 
-2,0 
29,7 
-6,1. 
127~ 
9,7 
3,6 
21,4 
n.a. 
n.a. 
n.a. 
48,4 
72,1 
n.a. 
none 
none 
5,9 
2,2 
1,6 
Baa1 
A 
. 
•. 
03/97  09/97 
37  ·37 
(179) (180) 
03/97  09/97 
28  28 
(135)(135) 
62.8  63.1 
M (S) 
-46-
Country-risk lndl~ator5 
Country: Es_tonia 
Real GOP g~owth raie (in%)_ 
_lndustrialproduclion(% change) 
Unemployment rate  ·  (end of period) 
·  Inflation rate  (end of period) 
Exchange, rate (Kroqns per.USD)  (average) 
General government balance (as % of GOP)  • 
Balance of payments 
Exports of-goods (m USD) 
Current account balance. (in % of GOP), exci. official transfers 
Net inflow of foreign direct investment (m USD)  · 
Official fon~iQn exchange reserves (end of period) 
. mUSD  -
months' imports of goods 
External debt 
Convertible currency external debt  (incL to IMF) 
(m USD, end of period)  · 
. Convertible debt service _(m USD) 
principal  r 
interest +charges to IMF 
External debt/GOP (%) ·. 
· External debtlexp9rts of goods(%) 
Debt service/exports of goods(%) 
Arrears (on both i[llerest and· priricipal;.m USD) · 
Debt relief. agreements and rescheduling .  · 
Indicators of EU exposu;es 
·E:u exposure/total EU exposure(%) 
EU exposure/external debt(%)' 
EU exposure/exp_orts of goods(%) 
IMF arrangements 
Type  ,  - ··· 
(Date) 
On tra·ck 
Indicators of market's perceived creditworthiness 
Moody's long-term foreign currency raling·(erid·of period) 
- S&P long-~term foreign currency rating.(end of period)  ·.  - . 
Euromoney  ;  ··  · 
Position in-the ranking  • 
.  (number of countries) 
. The Institutional Investor · 
~osition In the ranking 
(number· of  countries) 
Credit rating  · · 
Footnotes 
(1) (2) (3)  See explanatory notes 
footnotes 
(4) 
(1) 
--
(2) 
(2) 
(3) 
1995' 
4,3 
' 1,4 
9,7 
28,9 
11,5  ' 
-1,2 
1840 
-7,4 
199 
583 
2,7 
268,6 
21,0 
6,0 
- 15,0 
7,5 
14,6 
1  '1 
none 
none 
0,5 
_16,5 
2,2 
SBA 
--
.. 
(  4/95-6/96) 
yes 
-
none 
none  . 
03/95 09/95 
66  76 
(187) (181) 
03/95  09/95-
79  79 
'. (135) (135) 
25.4  26;3 
(4)  Kroon figures have been converted using the yearly average exchange rate of ttie dollar. 
ln 1996 and 1997, Es.toriia repaid fo·rei!Jn loans in advanCe,  .  . 
.. 
; 
'' 
1996  1997  -
4,0  '11 ,4 
1,1  13,4 
10,0. ''  '.10;5 
14,8  12,5 
12,0  13,9 
-. 
-1,5  2,1 
c 
-
2o7r  2926 
-11,7·  -12,0 
'111  '131 
•'  -
640  830 
2,4  1,9 
_, 
295;2 
'  246,2 
-
51,2  51,7 
27,5  :40,1 
23,7  11,6  .. 
6,8  - 5,4 
14,2  8,4 
2,5  1,8. 
none  none 
hone  none 
·'-
0;5  0,6 
13,8  17,5 
2,0  - 1,5 
'-
-
SBA 
'- SBA 
(1196-B/97)  (11/97-12196) 
.yes  yes 
none  Baa1 
none·  · BBB+ 
q3t96  09/96  '  .03197  09/97' 
73  -71  69  63 
(178) (178)'  (179) (18or 
. 03/96  09/96  03/97  09/97 
'76  71  65  63 
(135) (135)  (135) (135) 
28.9  31.1  33.6: 36.9 
' -47-
Country-risk Indicators 
Country: FYROM 
' 
footnotes  19~5  1996 
Real GOP gr?wlh rate(%)  -1,2  .. 
0,8 
Industrial production ( %·change)  -10,0.  3,4 
Unemployment  (end of period)  23,7  24,9 
Inflation rate  (Dec/Dec)  8,6  -{),7 
Exchange rate (denar per USD)  (end of period)  38,0  41,3 
General government balance (as % of GOP)  -1,2  -{),5· 
Balance of payments  • 
' 
Exports of goods and serviC\lS (bn USD)  (4)  1,2  1,1 
Current account balance (% of GOP)  (5)  -5,7  -7,!3 
Net inflow of foreign direct investment (m USD)  13  12 
Official reserves, including.gold (end of period) 
m_USD  270,0  267,0 
months' imports of goods and services  1,9  2,0 
' 
External debt  . ' 
· Convertible currency external debt  1,1  1,2 
(bn USD, end of period.) 
Convertible cumincy debt service (m USD)  141,0  124,0 
principal  .  84,0  70,0 
interest  57,0  54,0 
External debVGDP (%)  29,5  31,9 
External debVexports of goods and services(%)  92,6  102,5 
Debt service/exports of goods and services(%)  (6)  10,1  10,8 
Arrears (on both interest apd principal, m USD)  66,0  .34;0 
- Debt relief agreements and ·rescheduling (m USD)  326,0  37,0 
' 
Indicators of EU exposure 
EU exposure/total EU exposure(%)  (1) 
. EU exposure/external debt(%)  - EU exposure/exports of goods and serv(ces (%)  -
IMF arrangements 
Type  _5BA  SBA 
(Date)  - (05/95-04196)  (05/95-04196) 
On track  yes  yes 
Indicators of market's perception of  _creditworthiness 
Moody's long-term foreign currency rating (end of period)  none  none 
S&P long-term foreign currency rating (end o(period)  none  none 
Euromoney  03195  09/95  03196  09196 
Position in the ranking  (2)  108  118.  85  59 
(number or countries)  (187) (18i)  (178) (178) 
The Institutional Investor 
Position in the ranking  (2)  none  none 
(number of countries) 
Credit rating  (3)  norie  none 
See explanatory. notes 
~ 
(1.) (2)(3) 
(4) 
(5) 
Discontinuities in the trade series due to changes in the coverage of  trade data, particularly in 1996. 
The current account deflcH may be overestimated due to unreported remHtances.  · 
(6)  Debt service excluding IMF; H includes an estimate or debi service due to commercial creditors. 
1997 
1,5 
0,0 
26,3 
2,7 
55,4 
-0,4 
'· 
1,2 
-8,3 
18 
280,0 
1,9 
1,1 
117,0 
47,0· 
69,0 
35,9 
92,3 
9,2 
none 
87,0 
0,3  . 
2,6 
2,4 
ESAF 
(04/97) 
yes 
none 
none 
03197  09/97 
1()7  151 
(179) (180) 
none 
none 
.,  . -48-
Country-risk  indicators 
Country: Hungary 
footnotes  · 
.. 
.; 
'  ..  -
Real GOP growth rate (%) 
< 
Industrial production ( % change) 
· Unemployment  (end of period) 
Inflation rate  (Dec/Dec) 
Exchange rate (forints per USD)  (end of period) 
Consolidated state budget balance (as % of GOP)  ' 
. Balance of payments 
Exports of goods.an(l servi<;es (bn USD) ·  (4) 
Current account balance (%-of GOP) 
.  Net 'inflow of foreign direct investment (m USO) 
·.  Qfficial reserves (end of period)  .. 
bnUSO 
months' imports of goods 
-
.. 
External debt 
\ 
Convertible currency extern_al· debt 
(bn USD, end of period) 
Convertible currency debt service (bn USO) 
principal, including_  early repayments 
interest 
Extemal debt/GOP (%) 
Extemal debt/exports of goods and· services (%)  . 
- Debt service/exports of goods and services(%) 
Arrears (on both interest and principal, m USD) -
Debt relief agreements and resCheduling 
-
Indicators of EU exposure 
,. 
EU expcisure/totai EU exposure (%)  (1) 
. 
El!_ exposure/external debt(%). 
EU exposure/exports of goods and services(%) 
IMF arrangements · 
Type  -
(Date)  -
.,  -
On track 
Indicators of market's perception of creditworthiness · 
-
Moody's long-term foreign currency rating (end of periOd) 
S&P long-term foreign currency rating (end of period) •  .-
Euromoriey 
- Position in the ranking  (2) 
(number of countries) 
The Institutional Investor'  ·.  ,_. 
Position in the ranking  (2) 
(number of countries) 
.. 
Creqit rating  - ,·  <(3) 
' 
-. 
'  ' 
EQQIIJQiils 
(1) (2) (3)  See explanatory notes 
(4)- . ·For 1995 and 1996, goods only. 
-
1995 
1,5 
4,6 
10,2 
28,3 
139~5 
-6,8 
12,8 
.,  -5,5 
4453 
12,0 
9,4  ,. 
31,7 
8,4 
6,0 
2,4 
'  70,9  ., 
185,3 
43,6 
none  - none  ' 
' 
13,0' 
.  3,1 
6,6 
' 
Ba1 
BB+ 
03195  09/95 
50  44 
(187) (181) 
03/95  09/95 
45  48 
(135) (135) 
46.4  45.0 
/ 
" 
1996 
1,3 
3,4 
9,9-
19,8. 
164,0 
-
-3,3 
14,2 
--3,7 
1987 
9,7 
7,0 
27,6 
9,7 
7,4 
2,3 
61,4 
143,6 
42,0 
none 
none 
_9,6 
2,7 
5,2. 
SBA 
"  I· 
(3196-2198) 
_yes 
' 
..  -Baa3 
BBB-
03196  09196 
44  44 
(178) (178) 
03/96  09/96 
5()  50  -
(135) (135~ 
43.6  44.7. 
1997 
4,4 
' .  11,1 
8,7-
18,4 
203,5 
-4~6 
24,5 
-2,2 
J653 
8,4 
4,7 
' 
- - 23,8 
-
11,3 
9,0 
2,3 
52,6 
96,4 
39,5 
none 
none 
.. 
8,6 
3,0 
2,9 
- .-· 
SBA 
(3196-2198) 
yes 
.. 
Baa3 
BBB-
03197  09/97 
46  41 
(179) (180) 
03/97  09197 
48  46 
(135){135) 
47.6  49.7 -49-
c;:ountry-risk indicators . 
Country: Latvia  -
-. 
footnotes  1995  1996  1997 
.• 
Real GOP growth rate (%)  .  -0,8  3,3  . 6,5 
Industrial production ( % change)  . -6,3  1,4  6,1 
Unemployment  (end of period)  6,6  7,2  7,0  I 
Inflation rate  (Dec/Dec)  23,1  13,0  7,0 
·  Exchange rate (Lats per USD)  (end of period)  0,54  0,56  0,59 
General government balance (as % of GOP)  -3,4  -1,3.  1,8 
-
~alance  of payments 
-· 
Exports of goods & services (m USD)  2088  261.3  2789 
Current account-balance (% of GOP)  -0,4  -5,5  -8.0 
Net inflow of foreign direct investment (m USD)  244  379  422 
Official foreign exchange reserves (end of period) 
' 
_, 
mUSD  586  773  821 
months' imports of goods and non-factor servi~s  ' 
3,2  3,1  2,9 
' 
-
External debt  ' 
Convertible currency external.debt  _403  409  370 
(m USD, end of period) 
Convertible currency debt service (in USD)  39,0  71,0  n.a. 
principal 
'\  n.a.  n.a.  n.a 
interest 
/  n.a.  n.a.  n.a 
External debUGDP (%)  9,2  8,2  6,8 
External debUexports of goods & services  19,3  8,0  15,1 
Debt service/exports of goods & services  . 3,0  4,9  n.a. 
Arrears (on both interest and principal, m USD)  none  none  none 
Debt relief agreements and rescheduling  none  none  none 
-
Indicators of EU exposure 
-
EU exposure/total EU exposure (%)  (1)  0,7  0,7  . 0,7 
·- EU exposure/external debt(%)  12,3.  12,4  15,7 
EU exposure/exports of goods(%)  4,0  1,9  2,1 
' 
)'  ,.  -
IMF arrangements 
Type  SBA  ·SBA  SBA 
(Date)  (  4/95-4/96)  (5/96-8/97)  (9/97  -2199) 
On track.  no  yes  yes 
-
lnilicators of market's perception of creditworthiness 
Moody's long-term foreign currency rating (end of period)  none  none  none 
- S&P long-term foreign currency rating (end of period)  none.  none  BBB 
Euromoney  03195  09/95  03/96  09/96  03197  09/97 
,.  .  Position in !he ranking  (2)  -106  116  89  75  63  59 
(number of countries)  (187) (181)  (178) (178)  (179) (180) 
The Institutional investor·  03195  09/95  03/96  09196  •  03/97  09/97 
Position in the ranking  (2)  91  89  86  88  79  74 
(number of countries)  (135) (135)  . 1.._(135){135)  (135) (135) 
_Credit rating  (3)  22.6  23.4  24.7  25.7  29.1  32.6 
Footnotes 
(1) (2) (3)  See explanatory notes t. 
- .. 
' 
• 
-50-
Country-risk indicators 
Country: LHhuania 
footnotes  1995 
Real GOP growth rate (%i 
Industrial producUon ( % change) 
Unemployment 
-Inflation rate 
ExCha_rige rate_ (Litas per USD) 
General government balance (as % of  GOP) 
Financial balance 
Fiscal balance 
Balance _of payments. 
(end of period) 
(Dec/Dec) 
(end of·period) 
Exports of  goods and services (bn USD)  , .. 
Current account balance (% of GOP), excl. official transfers 
Net inflow of foreign direct investment (m USD)  · 
Official foreign exchange reserves (end of period, gross foreign assets)._ 
m USD  '  . - ..  . 
. months' imports of goods arid services 
External debt 
Convertible cun:ency external debt 
(m USD, end of period)  • 
Convertible currency ~ebt  service (m USD) 
principal 
interest 
External debUGDP (%) 
External debUexports of  goods and services (%j 
Debt service/exports of goOds and services(%) 
Arrears (on both interest and principal, m USD) 
Debt relief agreements and rescheduling 
lndl~tors of  EU exposure 
EU exposur'eltotal EU exposure (%) 
EU exposure/external debt(%) 
.  EU exposure/exports of goods and services (%) 
IMF arrangements· 
Type 
(Date) 
On track 
lndl~tors of market's perception of  creditworthiness 
-
Moody's long-term foreign currency raUng (end of period) 
S&P'Iong-term foreign c:Urrency rating (end of period) 
-·  -Euromoney  -
Position in the ranking 
(number of countf!es) 
The Institutional investor 
Position In the ranking 
(number of countries) 
Credit rating 
' 
-
.. 
(4) 
(4). 
-
- -
(1) 
(2) 
(2) 
(3) 
-
3,3 
5,3 
7,3 
35,7 
4,0 
-1,6 
·-3,3 
3,2" 
-10,2· 
71 
819 
3,9 
757 
,-
69 
n.a. 
n.a. 
13,9 
34,3. 
·.  3,1. 
none 
none 
1,4 
13,9 
4,8 
J. 
EFF 
(10/94-10/97) 
'  yes 
none 
none 
03195  09/95 
108  .118 
(187) (181) 
03195  09/95 
95  90 
(135) (135). 
21.7  22.9 
,. 
~-
(1) (2) (3)  See explanatory notes·  '- .-
(4)  Financial balance does not take into account government net lending, ~here_as fiscal balance does. 
1996  1997  - ·-
-4.7  5,7 
'3,7  0,7. 
6:2 
. , 
6,7 
13.1  . _8,4 
4,0- 4,0  . 
-
I 
-2,5  -1,2. 
-3,6  n.a. 
' 
4,2  5,2 
-9,2  -10:3  ,. 
153  326 
834  -
.10~3 
2,4  2,1 
•, 
' 
'1076  1407-
120  n.a. 
n.a.  n.a. 
n.a.  n.a. 
15,3  15,4 
32,7  27,0 
- 3,6  n.a.--
none  none 
none  none  ., 
., 
/' 
/ 
1,4  ·- 1,6 
10,2  . 9,4 
2,6  2,5 
EFF  EFF · 
(10/94-10197L  (  10/94-1 0/97) 
yes  yes 
\ 
Ba2  Ba1 
none  BBB-. 
03196  09/96  03/97  09/97 
85-59  72  62·-
(178) (178)  (179) (160). 
03196  09/96  03197  09197 
8!!  90  85  80 
(135) (135)  (135) (135) 
.  23.8  25.3  27.4  31._1  . Country-risk indicators 
Country: Romania 
Real GOP gro't'lh rate (%) 
Industrial production ( % change) 
Unemployment rate 
Inflation rate 
Exchange rate ( lei per USD) 
(end of period) 
. (end of period) 
(end of period) 
General government balance (as % of GOP) 
Balance of payments 
Exports of goods (bn USD) 
Current account balance (%.of GOP) 
· Net inflow of foreign direct investment (m USD) 
Gross foreign exchange reserves (end of period) 
mUSD  ·. 
months' imports of goods 
External debt 
Convertible currency external debt, incl. short-term debt 
(bn USD, end of period)  _ 
Convertible debt service (m USD) 
principal 
interest 
.'External debVGDP (%) 
·  External debVexports of goods and services(%) 
Debt seniice/exports of goods and services (%) 
Arrears (on both interest and principal, m USD) 
Debt relief agreements and rescheduling 
Indicators of EU exposures 
EU exposure/total EU exposure (%) 
EU exposure/external debt(%) 
EU exposure/ex-ports of 1;10ods and services(%)· 
IMF arrangements 
·Type 
(Date) 
On track 
Indicators of market's perceived creditworthiness 
Moody's long-term foreign currency.ralirig (end of period) 
· S&P long-term foreign currency rating (end o(period) 
Euromoney 
Position in the ranking 
(number of countries) 
The Institutional Investor 
Position in the ranking 
(number of countries) 
Credit rating·  -· 
See explanatory notes 
footnotes 
(1) 
(2) 
(3) 
1995 
7,1 
"9,4 
8,0 
27,8 
2760 
7,9 
. -5,0 
417 
1579 
2,0 
6,5 
1366 
1073 
293 
17,7 
68,9 
14,5 
none 
none 
10,2 
-11,5 
10,1. 
SBA 
(5/94-12195) 
yes 
none 
none 
03/95  09/95 
68  64 
(187) (181) 
. 03/95  09/95 
. 73  71 
(135) (135). 
28.1  29.7 
(1)(2)(3) 
(4) 
(5). 
(6) 
The SBA approved in May 1994 was augmented and extended thro-ugh  1997 
Suspended in March 1996. New SBA approved by lr./IF Board on 22 April1997 
. Cancelled with only two (out of five) !ranches disbursed 
1996 
4,1 
9,9 
6,3 
56,9 
4035 
-3,9 
8,1 
-7,2 
263 
2103 
2,4 
8,3 
1527 
1159 
368 
23,7 
86,5 
15,8 
none 
none 
10,2 
9,1 
12,5 
SBA 
(4) 
no (5) 
1997 
-6,6 
-5,9 
8,8 
151,4 
8023 
-3,7 
8,4 
:.f3,7 
1224 
. 3803 
4,4 
9,3 
2581,5 
2080 
501,5 
26,8 
94~5 
26,2 
none. 
·none 
11,0 
8,5 
9,4 
SBA 
. (4/97-5/98) 
no (6) 
Ba3  Ba3 
BB- BB-
03/96  09/96  03/97  09/97 
67  61 
(178) (178) 
03/96  09/96 
68  72 
(135) (135)  . 
30.9  31.0 
75  75 
(179) (180) 
03/97  09/97 
64  67 
(135) (135) 
32.7  34.1 
• 
., • 
. -52- . 
-
Country-risk indicators 
. Country:-Slovak Republic 
fo_otnotes 
Real GOP growth rate(%) 
Industrial production ( % change) 
Unemployment 
Inflation rate, 
E~change  ~ate (SK'~ per USD) 
General government bala~ce (as % of GOP) 
Balance of payments 
(end of period) 
(OedOec). 
(end.of penod) 
Exports of goods and serviCes (bn USD) 
Current account balance (%of GOP) 
Net inflow of foreign-direct investll)ent (m USO) 
Official foreign exchange.reserves (end of period)· 
m USD  ' 
months' imports. of goods and services 
External debt 
Convertible currency  ·external debt 
,  (bri USD, .end cif period) 
· .  Convertible currency debt servi~  (m uso( 
principal  · 
interest 
External debVGDP (%) 
Ex~ernal debVexports of goods and se,rvices (%) 
Debt service/exports of goods-and services(%) 
Arrears (on both interest and principal, m USO) 
Debt relief agreements and rescheduling 
Indicators of EU exposure . 
EU exposure/total E~  exposure (%) 
EU exposure/external debt (%) .  _ 
EU exposure/exports of goods and services (%) 
tMF arrangements · 
Type 
(Date) 
On track 
Indicators of market's perception of creditworthiness ' 
Moody's long-term foreign currency rating (end of period) 
S&P long-term foreign currency rating (end of perio_d) 
Euromoney·  '  · 
Position·  in the ranking 
(number of countries) 
The Institutional Investor 
. FOOtnotes· 
Position in the ranking 
(number of countries) 
. Credit rating  -
(1) (2) (J)  See explanatory notes 
.·  (1) 
(2) 
(2) 
(3) 
1(195 
6,9 
8,3 
13,1 
. 7,2 
29,6 
0.1' 
11,0 
2,3 
134 
3418 
4.1 
•5,7 
-
1202 
813 
389 
32,9 
52,0. 
11,0 
none 
none 
4,1 
5,2 
2,8 
. _S8A 
1996 
6,6 
. 2.5 
12,!3 
5,4 
31,9 
-1,3 
10,9 
-10,2 
129 
~473 
3,4 
7,7 
1365 
858 
507 
40,6  ... 
70,6 
12,5' 
none 
none 
4,5 
4,5 
. 3,2 
(7/94-3/96)  . 
no (4) 
.  8aa3 
B8+ 
03/95  09/95 
53  51 
. (187) (181) 
03/95  09/95 
61  59 
(135) (135) 
33.2  35.7 
.8aa3 
888-
. 03/96  09/96 
48  49. 
(178)(178) 
03/96  09/96 
57  53 
(135) (135) 
38.6  41.2 ·.· 
(4)  The mid,term review of tihe programme, which had been scheduled for February 1995. was not C:ompleteo .. 
1997  . 
6,5 
2,0. 
12,5 
ti,4 
34,8 
n.a. 
. 11,0. 
-6.9 
150 
3299 
3,2 
9,!l 
n.a. 
n.a. 
n.a. 
50,3 
89,4 
n.a. 
none· 
. none 
4,3 
·3,6 
. 3,2 
Baa3 
888-
03/97  09/9_7 
.53 -54 
(179) (lBO) 
03)97  09/97 
52  52 
(135)(135) 
'43.9  44.8 ·I 
-53-
Country-risk indicators 
Country: Armenia 
footnotes  1995 
Real GOP growth rate(%) 
Industrial production (%change) 
Unemployment 
Inflation rate 
Exchange rale (dram per USD) 
General goverriment·balance (as % of GOP) 
Balance of payments 
(end of period) 
(Dec/Dec) 
(end of period) 
Exports of goods and services (m USD) 
Current account balance (% of GOP) 
Net inflow of foreign direct investment (m USD) 
Official foreign exchange reserves (end of period) 
ni USD 
month~' imports of goods and services· 
External debt 
Convertible currency external debt 
(m USD, end of period) 
Convertible currency debt service (m USD) 
principal  ' 
interest 
External debUGDP (%) 
External debUexports of goods and services(%) 
Debt service/exports of goods and services(%) 
Arrears (on both interest and principal, m USD) 
Debt relief agreements and resc~eduling 
Indicators of EU exposure 
EU exposure/total EU exposure(%) 
EU exposure/external debt(%) 
EU exposure/exports of goods and services(%) 
IMF arrangements 
(1) 
6,9  -
1,5 
8,1 
31,9 
402 
-11,1 
270 
-37,6 
f9. 
107 
1,6 
371 
63,0 
n.a. 
n.a. 
28,8 
137,4 
20,G 
n.a. 
n.a. 
SBA 
,-996 
5,8 
1,2 
9,7 
5,8 
435 
-9,3 
290 
-26,9 
.22 
168 
2,2 
614 
74,7 
n.a. 
n.a. 
38,0 
211,7 
20,3 
n.a. 
n.a. 
0,8 
10,3 
21,9 
ESAF 
' 
1997 
3,1 
0,9 
11,0 
21,9 
495 
-5.9 
239 
-29,0 
51 
240 
2,8 
786 
54,2 
n.a. 
n.a. 
48,3 
328,9 
16,4 
n.a. 
n.a. 
0,7 
7,2 
23) 
ESAF 
.· 
Type 
(Date) 
On track 
(06/95-05/96)  (02/96-0 1  /97)  (07/97  -06/98) 
Indicators of market's perception or creditworthiness 
Footnotes 
Moody's long-term foreign currency rating (end of period) 
S&P long-term foreign currency rating (end of period) 
Euromoney 
·  Pos(tion in the ranking 
(number of countries) 
The Institutional Investor 
Position in the ranking 
(number or countries) 
Credit rating 
(1) (2) (3)  See explanatory notes 
(2) 
(2) 
(3) 
yes 
none 
none 
03/95  09/95 
140  122 
(187) (181) 
none 
none 
yes  yes 
none  non·e 
none  none 
03196  09196  03/97  09/97 
150  137  141  136 
(178) (178)  (179) (180) 
none  none 
none  n()ne 
.,_ 
-/ ) 
-54-
'  :  Country-risk indicators 
Country: Belarus  - - -
-
footnotes.  1995  1996  1997 
' 
.. 
Real GOP growth rate (%) .  -10.4  2,6. 
/  10,0 
Industrial production (%change)  -11,5  3,2  17,6 
Unemployment  (end of period)  2,7·  3,9  2.3 
· :Inflation rate  (yearly average)  244  53,0'  64.0 
Exchange rate ( Rbs per USD)  (average)'  - 11500  13400  26200 
/ 
General government'  balance (as % of GOP)  -2.8  -2.0  -2;1. 
Balance of payments  .. 
-. 
Exports of goods and servi~es (bn USD)'  - 4,7  5,8  7,4. 
Current account balance(% of GOP)  -5.4  -3,7  -6,0 
. .  ·Net ii1tlow of ioreign direct Investment (m USD)'  7  ..  6  n.a . 
Official foreign exchange reser.ies (end 'of period) 
mUSD  -.  377.0  460,2  . 393,7 
months' imports of goods·and services  0,8  0,8  0,5 
·. 
External debt 
Convertible currency external debt  1.7  1.1  - O.fl 
(bn USD, end of period) 
Convertible currency debl service (m.USD)  1'/H.O  lli3.2  IillA 
principal  11.:1.  II.  d.  1\.iL 
interest  n.a.  n.a  11.a:  . -
External debVGDP (%)  -
16.0 ..  7.3  6,7 •· 
External debVexports of goods and services(%) 
~  35.5  18.5  12,2 
Debt service/exports of goods and services (%)  ..  3,8  . 2.8  2,3 
Arrears (on both interest and principal, m USD)  460  n.a.  n.a. 
, Debt rescheduling agreement ,  none  · nQne.  none 
' 
Indicators of EU exposure·  I  . 
- E  U exposure/total E  U exposure (%)  (1)  0,5  0,5  0,4 
EU exposure/external debt(%)  - 2,6 
-
3,6  3,8 
EU exposure/exports of goods and services·(%)  0.8  0.1  '  0.5 
.. 
IMF arrangements 
..  ..  .. 
Type_  /  ·ssA  SBA  -
.(Date)·  ..  (12195- i 1196)  ~12i95- 11/96) 
On-track  no·(4)  no (4)  -
./ 
Indicators of market's pe~ception of creditworthfness  ; 
Moody's long-term foreign currency rating (end of pe~iod)  none  none  no  no 
S&P long-term foreign currency rating (end of period)  none  none  none 
Euromoney  .  .  03/05  09195  .  03/86  09196  03/97  09197 
Position· in the ranking  (2)  135  134- 128  142  154  131 
(number of countries)  (187) (181)  (·178) (178)  (179)(180) 
. The lnstitution_!lllnvestor  - 03195  09/95  .  03196  09196  03/D7  09(97 
. Position in the ranking  (2)  1.12  112  116  118  118' . 121  •. 
-
(number of countries)  (135)(135)  (135) (135)  '(135) (135) 
Credit rating  (3)  15.2'15.5  14.514.6  14.5  14.2 
~ 
(1) (2) (3)  See explanatory notes 
(4)  The first ~uarterly review olthe progral)1me, initially scheduled for DecemiJer 1995, has never been completed -55-
Country-risk indicators 
Country: Georgia 
footnotes  1995  1996  1997 
\ 
Real GOP growth rate(%)  2.4  -11.0  11,0 
Industrial production (%chang~)  -9,8  6,7  8,1 
Unemployment  (end of period)  3.4  2.3  2.6- .( 
Inflation rate  (Dec/Dec)  57,4  13,7  7,3 
·Exchange rate (lari per.USD)  (end of period)  1,2  1,3  1,3 
/ 
. 
-
General gove~nment  balance (as·% of GDP)  -5.3  -4,5  -4.1 
Balance of payments  . 
Exports of goods and services (m USD)  358  415  452 
Current account balance (% of GOP)  -14.0  -9,0  - -10,0 
Net inflow of foreign direct investment (m USD)  6  54  189 
Official foreign exchange reserves (end of period) 
mUSD  157  158  173 
months' imports of goods and services  2.7  2,5  2.2 
External debt 
Convertible currency external debt  1223  1373  1565 
.  (m USD, end of period) 
Convertible currency debt service (m USD)  35  50  53 
principal  n.a.  n.a.  n.a. 
. interest  - n.a.  n.a.  n.a. 
External debVGDP (%)  42,4.  30,0  29,9 
\  External debVexports of goods and services (%)  3.4  3,3  3,5 
Debt service/exports of goods and services (%)  7.3  9,8  9.2 
Arrears (on both interest and principal, m USD)  n.a,  n.a.  n.a. 
Debt relief agreements and rescheduling  n.a.  n.a .  n.a. 
. 
Indicators_ of EU ex.posure 
EU exposure/total EU exposure(%)  (1)  2,1  1,8 
EU exposure/external debt (%)  "12.1  '  9,.5 
EU exposure/exports of goods and services(%)  39,9  3.2,7 
IMF arrangements 
Type  SBA  ESAF- ESAF 
(Date)  (06/95-05/96)  (02/96-01/97)  (02/97  -03/98) 
On track  '  yes  yes  yes 
Indicators of market's perception of creditworthiness 
Moody's long-term foreign currency rating (end of period)  none  none  none 
S&P long-term foreign currency rating (end of period)  none  none  none 
Euromoney,  03/95  09/95  03/96  09/96  03197  09/97 
Position in the ranking  (2)  166  151  153  153  173  163 
(number of countries)  (187) (181)  (178) (178)  (179) (180) 
The-Institutional lnvesior 
Position in the ranking  (2)  none  none  nc>ne 
(number of countries) 
Credi_t rating  - (3)  none  none  none 
~ 
(1) (2) (3)  See explanatory notes 'l  . 
-.56-
Country-risk indicators 
Countr)': Moldova 
Real GOP growth rate (%) 
Industrial production (%change) 
Unemployment 
lnnation rate 
ExJ:hange rate (leu per USD): 
(end of period) 
(end of period) 
~end  of period) 
General government balance jas % of GOP) 
Balance of payments·  -
Exports of goods (m USD)  . 
·Current account balance (%of GOP) 
Net inflow of foreign direct investment (m USD) 
Official foreign exchange reserves '(end of period)' 
ml:JSD 
monihs' imports of goods 
External debt 
Convertible currency external debt . 
(m USD, end of period) 
Convertible currency debt service (m USD) 
principal 
interest 
External debt/GOP(%) 
External debt/exports of goods (%) 
Debt service/exports of goods(%) 
Arrears (on both 'interest and principal, m USD) 
Delli relief agreements ~nd rescheduling 
Indicators of EU exposure 
EU exposure/totai.EU exposure (%) 
EU exposure/external·debt (%) 
EU exposure/exports o.f goods(%) 
IMF arrangements 
Type 
(Date) 
On track 
Indicators of market's perception of creditworthiness 
.I 
Moody's long-term foreign currency rating (end of period) 
· S&p long-term foreign currency rating (end of period)· 
Euromoney 
Position in the ra[1king 
(numQ.er of countries)·. 
The Institutional Investor 
Position in the ranking 
(nUI:nberof countries)  · 
· Credit rating 
Footnotes 
(1) (2) (3)  See explanatory notes 
footnotes 
.• 
(1) 
(2) 
(3) 
1995  '. 
-1,9 
-6,0 
1,4 
23,8 
4,50 
-5,6 
739 
-8,0 
'63,7 
240 
4,3 
671.0 
73,9 
n.a. 
n.a. 
47,0 
90,8 
10,0 
none 
none; 
-
0,8 
8,'1 
7,9 
SBA 
(3/95-3/96) 
_yes 
none 
none· 
03/95  09/95 
157  141 
(181) (181) 
none 
none 
-
' 
-
1996 
-8,0 
-5.1 
1.8 
15~  1 
4,60 
-9,6  . 
822 
-12,9 
23:8 
314 
3,4 
~ 
821,0  . 
49,3 
n.a. 
· n.a:  . 
.  50,2 
9_9,9 
6,0 
none 
none 
·, 
1,0 
9,3 
9.3 
,. 
.. 
1997' 
. 1,3 
-2.3 
1,6 
11,2. 
. 4,62 
-6J 
' 
823 
-13,0 
59.9 
366 
3,7 
1045.0 
139,9 
n.a. 
.·n.a. 
55,0 
127.0 
·17,0 
none 
I' 
none 
0,8 
6,5 
8,3 
EFF  EFF 
·. 
(5/96-5/99)  .  .(5/96~5/99) 
yes  no 
none  ..  Ba2  ., 
none·  none 
03/96  09/96  03/07  09/97 
134  125  113  104 
(178) (178)  (179) (180) 
none  '  none 
none  none 
/' 
' 
' -57 -
Country-risk Indicators 
-
·Country! Ukraine 
-
footnotes  1995  1996  1997 
Real GOP growth(%)  -11,8  -10,0  -3,2 
Industrial production ( % change)  -11,7  -5,1  ~  -1,6 
Unemployment  (erid of period)  0,6  1,3  2.6  ( 
Inflation rate  (Dec/Dec)  182,0,  40,0  10,1 
Exchange r'!te (Krb per USD for 1995) (Hrv per USD)  ' 
• auction I interbank  ·  (end of period)  179400  1,9  1,9 ' 
-cash  . (end of period)  186000  1,9  1,9 
,. 
General government balance (as% of GOP)  -5,0  ~3.2  -5,6 
Balance of payments . 
-
Exports of goods and services (bn USD)  16,4  20,3  (  20,4 
Current account balance (axel. transfers) (%of GOP)  -5,0  ,-2,7  '  -3,1 
Net inflow of foreign direct investment (bn USD)  0,27  0,52  0,58 
Gross official· foreign exchange reserves 
mUSD  1134  1994  2375 
weeks' imporis·of goods and services  3,7  5,2- 6,3 
External debt 
Convertible currency external debt  8,1  9,2  '11,8 
(bn USD, end 6f period) 
Convertible currency debt service (m USD)  1531  1221  1440 
principal  986  716  794 
.,  interest  545  505  646 
External debUGDP (%)  - 23i3  21,2  23,8 
External debUexports of goods and services(%):  - 53.6  45,3  58,1 
Debt service/exports of goods and services (%)  9,3  6,6  7,1 
Arrears (on both interest arid principal, m USD)  236  n.a.  n.a 
Debt relief agreements and rescheduling  (4)  (4)  none 
Indicators of EU exposure 
EU exposure/total EU exposure (%)  (1)  1,5  3,0  4,0 
EU exposure/external debt(%)  1,4  2,6  2,7 
EU exposure/exports of goods and services (%).  0,7  1,2  1,6 
IMF arrangements 
Type  SBA  SBA  SBA 
(Date)  (04/95-04/96)  (05/96-02/97)  (07/97-06/98) 
On.track  no (5)  yes  yes 
Indicators of market's perception of  creditworthiness 
' 
-
Moody's long-term foreign currency rating (end of period)  none  none  none 
S&P long-lerrn foreign currency rating (end of period)  none  none  none  -
Euromoney  03/95  09/95  03/96  09/96  03/97  09/97 
Position in the ranking . 
~  (2)  145  138  136  135  136  129 
(~umber  of countries)  (187) (181)  (178) (178)  (179) (180) 
,The Institutional Investor  03/95  09/95  03/96  09/96  03/97  09/97 
Position in the ranking  (2)  109  111  107.111  109  105 
(number of countries)  (135) (135)  (135) (135)  (135) (135). 
Credit rating  (3)  15.5  15.7  16.7  16.6  17.6  19.8' 
footnotes 
(1) (2) (3)  See ~xplanatory notes 
(4)  Rescheduling of debt owed to Russia and Turkmenistan: 
(5)  Suspended in November 1995. • 
Countr;'-risk indicators 
Country: Algeria 
Real GDP growth rate (%) · 
Hydrocarbon production·(% change) 
Inflation rate  · · 
Exchange rate '(dinars per USD) 
(Dec/Dec) 
(end of period) 
General government balance (as % of  GOP) 
Balance of payments 
·Exports of goods and services (bn USD)  . 
Current account balance (% of GOP)  · 
Net inflow of foreign direct investme'nt (m USD) 
Official foreign exchange reserves  · 
~n USD 
months' imports of goods and services 
External. debt 
Convertible currency.external debt 
(bn USD, end of period) 
. Convertible currency debt service (bn USD) 
principal ·- i 
interest  . 
External debUGbP  ( 0 /o)~  -
External debUexports of  goods and services(%) 
Debt service/export~ of g·oods and services(%) 
Arrears (on both interest and principal; m USD) 
Debt relief agreem_ents  and.~escheduling (bn US$) 
Indicators of  .EU 'exposure 
.·  < 
. EU exposure/iota! EU exposure.,(%) 
EU exposure/external debt(%) 
EU exposure/e~ports of goods and· services (%) 
IMF arrangements 
Type 
(Date) 
on· track 
lndicators  __ of market's perception of creditworthiness 
Moody's long-term foreign currency rating.(end of per.) 
S&P.Iong-term foreign currency rating (end of period) 
Euro'money  .  ·  .. 
Position in the ranking  ' 
(number of countries) 
The Institutional Investor 
Position in the ranking 
,\.  (number of countries) 
. , .  Credit rating 
)  Epotnotes. 
(1) (2) (3)  See explanatory notes 
footnotes 
-
; 
(1) 
-
.. 
_. 
(2) 
(ZJ. 
(3) 
-· 
1995 
.. 
3,9  . 
4,4 
21,9 
52.2 
-1,4 
10;3 
-5,4 
0 
-· 
~. 1 
2,1 
--
32,5 
9,4 
7,1 
2,3 
78,6 
297,1 
42:5 
none 
4;9 
-
12,2 
2,8 
8,9  . 
SBNEFF. 
(5/94 - 5/95) 
yes 
·-- ..  , 
rione 
none· 
03t95 ·o9195 
10_2  107 
(187)(181) 
03/95' 09/95 
89  91 
(135) (135) 
23.5  22.8 
.'·. 
.. 
1996 
3,8 
6,3 
15,1 
56,2 
3,0 
13,2 
2,7 
270 
4,2 
4,5 
33,5 
7,4 
5,2 
. .2,2 
73,4 
_240,1_ 
29,2 
none 
3,5 
'11 .6 
2,7 
6,8 
. EFF/CCFF 
(5195 - 5i98) 
yes 
.. 
none 
none 
03/96 .  09196, 
109  97 
(H8) (178) 
03/96  09/96 
95  95 
(135) (135) 
21.5  22.8 
·' 
HJ97 
1,3 
-G,O 
G,O. 
58,0 
2,4 
---
. 
13,8  -
7.3 
26,0 
8,0 
9,4 
,  .. 
30,0. 
6.3 
4,2 
2,1 
63,4 .·  . 
219,5 
29,8 
none 
2,2 
-
:  ' 
7,7 
2,1 
4.6  _, 
EFF 
(5/95-5/98) 
ye? 
..  '  -
none 
none 
. .  03/~7 09197 
. 102  97  -
(179) (180) 
- 03197  09/97 
96  96 
- (135) (135) 
23.2  24.5 Explanato_ry notes for country-risk indicators 
Standard footnotes 
(  1) 
. (2) 
(3) 
Includes only EC and EIB loans (outstanding disbursements) to CEEC, NIS and MED 
The higher the ranking number, the lower· the creditworthiness of the country  . 
Countries are rated on a scale of zero to  1  00; 1  00 represents the least chance of default. A 
given country may improve its rating Clnd  still fall in  the ranking 'if the average global rating 
for all rated countries  improves~  '  ·  · 
Abbreviations and English words used in·tables · 
S&P 
CCFF= 
EFF= 
SBA=. 
STF= 
est.=. 
n.a. = 
. prelim.= 
Standarc! and Poor's 
Compens~tory  and Contingency Financing Facility 
Extended_Financing Facil.ity 
Stand-By Arrangement  : 
Systemic Transformation Facility 
estimates 
not available 
preliminary 
.  ·. 
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